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THE RELATION OF RAILWAYS TO THE STATE.! 


No one can be more conscious than your President of to-day of 
the unfitness of one who has no claim to be called an economist 
at all to occupy the chair of this Section in succession to a long 
line of the most distinguished economists of the country. But 
it would be affectation on my part to ignore that I owe the 
distinction, however little personally I may deserve it, to the 
fact that what our American friends call transportation problems 
are much to the fore at present, and that to those problems 
the professed economists of this country have unfortunately— 
for reasons that there is no need to discuss here—hitherto 
devoted but scant attention. And parmi les aveugles le borgne 
est rot. You will therefore not be surprised if your one-eyed 
king for the day directs your attention this morning to railways, 
and especially to the question which is in the forefront of politics 
at this moment in almost every part of the world—the relation 
of railways to the State. 

One word more by way of preface. I have said that these 
relations are being discussed at present all over the world. 
Ireland is no exception. There is at this moment sitting in 
Dublin a Viceregal Commission to inquire into the management 
of the Irish railways, and the question of State versus private 
ownership has been constantly brought up before it. As I am 
a member of that Commission, I evidently could not, even if 
I desired to do so, express here any personal views on a matter 
which is directly referred to me in an official capacity. But 
it seems to me that while it is necessary for me to refrain from 
discussing the particular question of the detailed remedies which 

1 Presidential Address to the Economic Science and Statistics Section of the 
British Association for the Advancement of Science ; Dublin, September, 1908. 
No. 72.—vou. XVIII. M M 
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the special historical and economic position of Ireland may be 
thought to require, it is possible to discuss the whole question 
in an abstract manner. I propose, therefore, to treat the subject 
in the main in two aspects: the first, the history in outline of 
the relations between railways and the State in different coun- 
tries; and the second, the question of the factors which are of 
primary importance in any consideration of the matter. 

Ever since the year 1830, when the dramatic success of the 
Liverpool and Manchester Railway first revealed to a generation 
less accustomed than our own to revolutionary advances in 
material efficiency the startling improvements in transport that 
railways were about to effect, theorists have discussed the 
question whether State or private ownership of railways be in 
the abstract the more desirable. But it is safe to say that in no 
country has the practical question, ‘‘ Shall the State own or 
not own the railways? ’’ been decided on abstract considerations. 
The dominant considerations have always been the historical, 
political, and economic position of the particular country at the 
time when the question came up in concrete shape for decision. 

The Belgian railways have belonged to the State from the 
outset, because they were constructed just after Belgium 
separated from Holland, and (the available private capital being 
in Holland and not in Belgium) King Leopold and his Ministers 
felt that, if the railways were in private hands, that would mean 
in Dutch hands, and the newly-acquired independence of Belgium 
would be thereby jeopardised. Within the last few years this 
history has repeated itself, and the fact that the bulk of the 
Swiss railway capital was held in France and Germany was one 
main reason, if not the main reason, which induced the Swiss 
people to nationalise their railways. 

In Germany seventy years ago the smaller States were 
regarded as the personal property of their respective Sovereigns, 
almost as definitely as Sutherlandshire is the property of the 
Duke of Sutherland. And it was therefore as natural that the 
Dukes of Oldenburg or Mecklenburg should make railroads for 
the development of their estates as that the Duke of Sutherland 
should build a railway in Sutherland. 

Take, again, Australasia. In that region the whole of the 
railways, with negligible exceptions, now belong to the different 
State Governments, and the public sentiment that railways ought 
to be public property is to-day so strong that it is impossible to 
imagine any serious development of private lines. But at the 
outset the traditional English preference for private enterprise 
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was just as strong there as it was at home, and it was only the 
fact that the whole of the available private capital was absorbed 
in the development of the goldfields, and that, therefore, if 
railways were to be built at all, public credit must be pledged 
and English capital must be obtained, that caused the State to 
go into the railway business. 

Take, once more, the case of Italy. In the days when Italy 
was only a geographical expression, the various Italian States 
experimented with railway management of all sorts and kinds. 
When, after 1870, Italy was unified, it was necessary to adopt a 
national railway policy, and the Italian Government instituted 
an inquiry whose exhaustiveness has not since been approached. 
The force of circumstances had indeed already compelled the 
Government to acquire the ownership of the railways, but the 
Commission reported that it was not desirable that the Govern- 
ment should work them. The railways were accordingly leased 
for a period of sixty years, running from 1884, to three operating 
companies, and it was provided that the leases might be broken 
at the end of the twentieth or the fortieth year. From the very 
outset a condition of things developed which had not been con- 
templated when the leases were granted, and for which the 
leases made no provision. Constant disputes took place between 
the Government and their lessees. Capital. for extensions and 
improvements was urgently needed; neither party was bound 
to find it; and agreement for finding it on terms mutually 
acceptable was impossible of attainment. In the end the 
Government has been forced to cut the knot, to break the lease 
at the end of the first twenty years’ period, and for the last two 
years the Italian Government has operated its own railways. 
But it is safe to say that an a priori preference for State manage- 
ment over private management played but scant part in the 
ultimate decision. 

It is impossible to review, even in the merest outline, the 
railway history of all the countries in the world, but the instances 
already given will serve to illustrate my proposition that the 
position in each country depends not on abstract considerations, 
but on the practical facts of the local situation. Yet one cannot 
look round the world and fail to recognise that the connection 
between the railways and the State is everywhere becoming more 
intimate year by year. Whatever have been the causes, the fact 
remains that Italy and Switzerland have converted their railways 
from private to public. In Germany the few remaining private 


lines are becoming still fewer. In Belgium the process is prac- 
MM 2 
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tically completed. In Austria it is moving steadily in the same 
direction ; four-fifths of the total mileage is now operated by the 
State. In Russia the story would have been the same, had it 
not been for the war with Japan. Even in France, whose 
railways have a very definite local and national history of their 
own, an Act for the purchase of the Western Railway by the 
State was passed last year by the Chamber of Deputies, and 
has now, after much contention, been passed by the Senate within 
the last few weeks. But it is not without interest to note that, 
though a majority both of deputies and of senators supported the 
Bill, the representatives of the district served by the company 
were by a large majority opposed to it, while the commercial 
community of the whole of France, as represented by the 
Chambers of Commerce, were almost unanimously hostile.1_ So 
far as can be seen at present, the purchase of the Western Railway 
by the State is not likely to be made a precedent for the general 
nationalisation of the French railways. Still, the broad fact 
remains that a series of railway maps of the continent of Europe, 
constructed at intervals of ten years, would undoubtedly show 
an. ever-increasing proportion of State lines, and that the last 
of the series would exhibit the private lines as very far below the 
State lines both in extent and in volume of traffic. 

A word ought to be said of Holland, not only because Holland 
is a country with free institutions like our own, but because the 
railway position of Holland is unique. The railways of that 
country were built partly by the State and partly by private 
enterprise, but the working has always been wholly in private 
hands. Some ten years ago, however, the Dutch Government 
bought up the private lines and rearranged the whole system. 
The main lines of the country are now leased to two operating 
companies, so organised that each company has access to every 
important town, and railway competition is now practically 
ubiquitous throughout Holland. So far there are no signs that 
the Dutch people are otherwise than satisfied with their system. 
Now compare this with France. The French Government, 
though it has hitherto, except on the comparatively unimportant 
State railways in the south-west of the country, stood aloof from 
the actual operation, has always kept entire control of railway 
construction and of the allocation of new lines between the 


1 Further, it is common knowledge that the Senate only passed the Bill (and 
that by a majority of no more than three) because M. Clemenceau insisted that 
he would resign if it was not passed, and, though they disliked nationalisation 
much, they disliked M. Clemenceau’s resignation more. 
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several companies. And the French Government has proceeded 
on a principle diametrically opposed to the Dutch principle. In 
France railway competition has, as far as possible, been definitely 
excluded, and the various systems have been made to meet, not, 
as in Holland, at the great towns, but at the points where the 
competitive traffic was, as near as might be, a negligible quantity. 
Now that questions of competition and combination are to the 
fore in England, and seem likely to give very practical occupation 
to Parliament in the Session of 1909, the precedents on both 
sides are perhaps not without interest. 

When we turn from the continent of Europe to the continent 
of America the position of affairs is startlingly dissimilar. The 
railways of America far surpass in length those of the continent 
of Europe, while in capital expenditure they are equal. State- 
ownership and operation of railways on the continent of America 
is as much the exception as it is the rule in Europe. In Canada 
there is one comparatively important State railway, the Inter- 
Colonial, about 1,500 miles in length. Though its earnings are 
quite considerable—about £20 per mile per week—it barely pays 
working expenses. I may add that in all the voluminous litera- 
ture of the subject I have never seen this line cited as an example 
of the benefits of State management. There is another small 
line, in Prince Edward Island, which is worked at a loss; and 
a third, the Temiskaming and Northern Ontario Railway, owned 
not by the Dominion but by the Provincial Government, which 
is too new to afford any ground for conclusions. 

The Federal Government of the United States has never 
owned a railway, though some of the individual States did own, 
and in some cases also work, railways in very early days. They 
all burnt their fingers badly. But the story is so old a one that 
it would be unreasonable to found any argument on it to-day. 

In Mexico, of which I shall have more to say directly, the 
State owns no railways. As for Central America, Costa Rica 
and Honduras have some petty lines, which are worked at a loss. 
Guatemala had a railway till 1904, when it was transferred to 
a private company. Nicaragua has also leased its lines. Colombia 
owns and works at a profit, all of which is said to be devoted to 
betterment, twenty-four miles of line. 

In South America, Peru and Argentina own, as far as I am 
aware, no railways. The Chilian Government owns about 1,600 
miles out of the 3,000 miles in the country. Needless to say, 
private capital has secured the most profitable lines. The Govern- 
ment railway receipts hardly cover the working expenses. The 
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Brazilian Government formerly owned a considerable proportion 
of its railway network of nearly 11,000 miles. Financial straits 
forced it some years ago to dispose of a large part to private 
companies, to the apparent advantage at once of the taxpayer, 
the shareholder, and the railway customer. About 1,800 miles 
of line are still operated by the Government, the receipts of 
which, roughly speaking, do a little more than balance working 
expenses. But it may be broadly said that the present Brazilian 
policy is adverse to State ownership and in favour of the develop- 
ment of the railway system by private enterprise. 

The question of public ownership and operation was, however, 
raised very definitely in the United States only two years ago, 
when Mr. Bryan made a speech stating that his European 
experience had convinced him that it was desirable to nationalise 
the railways of the United States. For many weeks after, Mr. 
Bryan’s pronouncement was discussed in every newspaper and 
on every platform, from Maine to California. Practically, Mr. 
Bryan found no followers ; and to-day, though he is the accepted 
candidate of the Democratic party for the Presidency, the subject 
has been tacitly shelved. To some extent this may have been 
due to the ludicrous impossibility, if I may say so with all respect 
for a possible President, of Mr. Bryan’s proposals. In order, 
presumably, not to offend his own Democratic party, the tradi- 
tional upholders of the rights of the several States, he seriously 
suggested that the Federal Government should work the trunk 
lines, and the respective State Governments the branches. Even 
if anybody knew in every case what is a trunk line and what is 
a branch, the result would be to create an organism about as 
useful for practical purposes as would be a human body in which 
the spinal cord was severed from the brain. Mr. Bryan's 
proposal was never discussed in detail; public sentiment through- 
out the Union was unexpectedly unanimous against it, and it is 
safe to say that the nationalisation of the railways of the United 
States is not in sight at present. 

But though nationalisation is nowhere in America a practical 
issue, everywhere in America the relations between the railways 
and the State have become much closer within the last few 
years. Canada in 1903 consolidated its railway laws and estab- 
lished a Railway Commission, to which was given very wide 
powers of control both over railway construction and operation and 
over rates and fares for goods and passengers. Argentina has also 
moved in the same direction. In the United States, not only 
has there been the passage by the Federal Congress at Washington 
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of the law amending the original Act to Regulate Commerce and 
giving much increased powers to the Inter-State Commerce 
Commission besides various other Acts dealing with subsidiary 
points, such as hours of railway employés, but scores, if not 
hundreds, of Acts have been passed by the various State 
Legislatures. With these it is quite impossible to deal in detail ; 
many of them impose new pecuniary burdens upon the railway 
companies, as, for instance, the obligation to carry passengers 
at the maximum rate of a penny per mile. All of them, speaking 
broadly, impose new obligations and new restrictions upon the 
railway companies. Not a few have already been declared 
unconstitutional, and therefore invalid, by the Law Courts. And 
when the mills of American legal procedure shall at length have 
finished their exceedingly slow grinding, it is safe to prophesy 
that a good many more will have ceased to operate. But for all 
that, the net result of State and Federal legislation in the Sessions 
of 1906 and 1907 will unquestionably be that even after the 
reaction and repeal, which, thanks to the Wall Street panic of 
last year, is now in progress, the railways of the United States 
will in the future be subject to much more rigid and detailed 
control by public authority than there has been in the past 
The reign of railway despotism, more or less benevolent, is 
definitely at an end; the reign of law has begun. It is only to 
be regretted that the quantity of the law errs as much on the 
side of excess as its quality on the side of deficiency. 

Apart from its interest as a quite startling example of how 
not to do it, the recent railway legislation of the United States 1s 
only valuable as an indication of the tendency, universal in al? 
countries, however governed, for the State to take a closer control 
over its railways. Much more interesting as containing a definite 
political ideal, worked out in detail in a statesmanlike manner, 
is the recent railway legislation of Mexico. One may be thought 
to be verging on paradox in suggesting that England, with seven 
centuries of parliamentary history, can learn something from the 
Republic of Mexico. But for all that I would say, with all 
seriousness, that I believe the relation between the State and 
the national railways is one of the most difficult and important 
questions of modern politics, and that the one valuable and 
original contribution to the solution of that question which has 
been made in the present generation is due to the President of 
the Mexican Republic and his Finance Minister, Sefior 
Limantour. 

Broadly, the Mexican situation is this : The Mexican railways 
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were in the hands of foreign capitalists, English mainly so far 
as the older lines were concerned, American in respect of the 
newer railways, more especially those which constituted con- 
tinuations southwards of the great American railway systems. 
The foreign companies, whether English or American, naturally 
regarded Mexico as a field for earning dividends for their share- 
holders. The American companies further, equally naturally, 
tended to regard Mexico as an annexe and dépendance of the 
United States. If they thought at all of the interest of Mexico 
in developing as an independent, self-contained State, they were 
bound to regard it with hostility rather than with favour, and 
such a point of view could hardly commend itself to the statesmen 
at the head of the Mexican Government. Yet Mexico is a poor 
and undeveloped country, quite unable to dispense with foreign 
capital ; and, further, it was at least questionable whether Mexican 
political virtue was sufficiently firm-rooted to withstand the 
manifold temptations inherent in the direct management of 
railways under a parliamentary régime. Under these circum- 
stances the Mexicans have adopted the following scheme: For 
a comparatively small expenditure in actual cash, coupled with a 
not very serious obligation to guarantee the interest on necessary 
bond issues, the Mexican Government have acquired such a 
holding of deferred ordinary stock in the National Railroad 
Company of Mexico as gives them, not, indeed, any immediate 
dividend on their investment, but a present control in all 
essentials of the policy of the company, and also prospects of 
considerable profit when the country shall have further developed. 
The organisation of the company as a private commercial under- 
taking subsists as before. A board of directors, elected in the 
ordinary manner by the votes of shareholders, remains as a 
barrier against political or local pressure in the direction of 
uncommercial concessions, whether of new lines or of extended 
facilities or reduced rates on the old lines; but—and here is the 
fundamental difference between the new system and the old— 
whereas under the old system the final appeal was to a body of 
shareholders with no interest beyond their own dividend, the 
majority shareholder is now the Government of Mexico, with 
every inducement to regard the interests, both present and 
prospective, of the country as a whole. ‘The statement: 
“Railways are a public service; it is right that they 
should be operated by public servants in the public in- 
terest,” may be in theory irrefragable. Unfortunately, espec- 
ially in democratically organised communities, the facts have 
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not infrequently refused to fit the theories, and the public 
servants have allowed, or been constrained to allow, the railways 
to be run, not in the permanent interest of the community as a 
whole, but in the temporary interest of that portion of the 
community which at the moment could exert the most strenuous 
pressure. The Mexican system, if it succeeds in establishing itself 
permanently—for as yet it is only on its trial—may perhaps have 
avoided both Scylla and Charybdis. Faced with a powerful but 
local and temporary demand, the Government may be able to 
reply that this is a matter to be dealt with on commercial lines 
by the board of directors. If, on the other hand, permanent 
national interests are involved, the Government can exercise its 
reserve power as a shareholder, can vote the directors out of office, 
and so prevent the continuance of a policy which would in its 
judgment be prejudicial to those interests, however much it might 
be to the advantage of the railway as a mere commercial concern. 

The history whose outline I have now very briefly sketched 
shows, I think, that whereas there is everywhere a tendency 
towards further State control, the tendency towards absolute 
State-ownership and State-operation is far from being equally 
universal. I shall have a word to say presently as to the reasons 
why America shows no signs of intention to follow the example 
of continental Europe. Meanwhile it is well to notice that 
American experience proves also the extreme difficulty of finding 
satisfactory methods of control. Sir Henry Tyler said some 
five-and-thirty years ago in England, in words that have often 
been quoted since, “‘ If the State can’t control the railways, the 
railways will control the State’’;. and President Roosevelt has 
again and again in the last few years insisted on the same point. 
‘“The American people,’’ he has said in effect, ‘‘ must work out 
a satisfactory method of controlling these great organisations. 
If left uncontrolled, there will be such abuses and such con- 
sequent popular indignation that State-ownership will become 
inevitable, and State-ownership is alien to American ideas, and 
might cause very serious political dangers.”’ 

Perhaps some of my hearers may remember Macaulay’s 
graphic description of the passion that was aroused by Charles 
James Fox’s proposed India Bill; it was described as a Bill for 
giving in perpetuity to the Whigs, whether in or out of office, 
the whole patronage of the Indian Government. The objection 
felt by American statesmen to handing over their railways to 
the National Government—for I think it may be taken for 
granted that if they were nationalised it would have to be wholly 

















510, THE ECONOMIC JOURNAL [DEC. 


under federal management, and that the separate States could 
take no part in the matter—is in principle the same. ‘There are 
something like a million and a half men employed on the railways 
of the United States, say, roughly, 7 or 8 per cent. of the voters. 
Americans feel that rival political parties might bid against each 
other for the support of so vast and homogeneous a body of voters ; 
that the amount of patronage placed at the disposal of the 
Executive Government for the time being would be enormous; 
and that the general interests of the nation might be sacrificed 
by politicians anxious to placate—to use their own term—par- 
ticular local and sectional interests. How far this fear, which 
is undoubtedly very prevalent in the States, is justified by the 
history of State railways in other countries is a question 
exceedingly difficult to answer. Dealing with State railways in 
the lump, it is easy to point to some against which the charge 
would be conspicuously untrue. To take the most im- 
portant State railway organisation in the world, the 
Prussian system, no one, I think, can fairly deny that 
it has been operated—in intention at least, if not always 
in result—for the greatest good for the. greatest number. 
But then Prussia is Prussia, with a Government in effect 
autocratic, with a Civil Service with strong esprit de corps 
and permeated with old traditions, leading them to regard them- 
selves as the servants of the king rather than as candidates for 
popular favour. An American statesman, Charles Francis 
Adams, wrote as follows more than thirty years ago: ‘‘In 
applying results drawn from the experience of one country to 
problems which present themselves in another, the difference of 
social and political habit and education should ever be borne in 
mind. Because in the countries of continental Europe the State 
can and does hold close relations, amounting even to ownership, 
with the railroads, it does not follow that the same course could 
be successfully pursued in England or in America. The former 
nations are by political habit administrative, the latter are 
parliamentary. In other words, France and Germany are 
essentially executive in their governmental systems, while 
England and America are legislative. Now the executive may 
design, construct, or operate a railroad; the legislative never 
can. A country therefore with a weak or unstable executive, or 
a crude and imperfect Civil Service, should accept with caution 
results achieved under a government of bureaus. Nevertheless, 
though conclusions cannot be adopted in the gross, there may 
be in them much good food for reflection.’’ 
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I am inclined to think that the effect of the evidence is that 
the further a Government departs from autocracy and develops 
in the direction of democracy, the less successful it is likely to 
be in the direct management of railways. Belgium is far from 
being a pure democracy ; but compared with Prussia it is deom- 
cratic, and compared with Prussia its railway management is 
certainly inferior. Popular epinion in Belgium seems at present 
to be exceedingly hostile to the railway administration ; official 
documents assert that, while the service to the public is bad, 
the staff are scandalously underpaid, and yet that the railways 
are actually not paying their way. There was, it is true, till 
recently an accumulated surplus of profits carried in the railway 
accounts, but the official figures have been recently revised, and 
the surplus is shown to be non-existent. 

The Swiss experiment is too new to justify any very positive 
conclusions being drawn from it; but this much is clear: the 
State has had to pay for the acquisition of the private lines sums 
very much larger than were put forward in the original estimate ; 
the surplus profits that were counted on have not been obtained 
in practice; the economies that were expected to result from 
unification have not been realised; the expenditure on salaries 
and wages has increased very largely; and so far from there 
being a profit to the Federal Government, the official statement 
of the railway administration is that, unless the utmost care is 
exercised in the future, the railway receipts will not cover the 
railway expenditure. 

The Italian experiment is still newer. It would not be fair 
to say that it proves anything against State management; but 
I do not think that the most fervid Etatist would claim that, 
either on the ground of efficiency or on the ground of economy, 
it has so far furnished any argument in favour of that policy. 

If we wish to study the State management of railways by 
pure democracies of Anglo-Saxon type, we must go to our own 
Colonies. My own impressions, formed after considerable study 
of the subject and having had the advantage of talking with 
not a few of the men who have made the history, I hesitate to 
give. It is easy to find partisan statements on both sides; for 
example, in a recent article in the Nineteenth Century, entitled 
‘‘The Pure Politics Campaign in Canada,’’ I find the following 
quotation from the Montreal Gazette—a paper of high standing— 
dated May 27th, 1907: ‘‘ Every job alleged against the Russian 
autocracy has been paralleled in kind in Canada. First, there is 
the awful example of the Inter-Colonial Railway, probably as to 
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construction the most costly single-track system in North 
America, serving a good traffic-bearing country, with little or no 
competition during much of the year, and in connection witb 
much of its length no competition at all, but so mishandled that 
one of its managers, giving up his job in disgust, said it was 
run like a comic opera. Some years it does not earn enough to 
pay the cost of operation and maintenance (I may interpolate 
that its gross earnings per mile are equal to those of an average 
United States railway), and every year it needs a grant of one, 
two, three, or four million dollars out of the Treasury to keep 
it in condition to do at a loss the business that comes to it. 
When land is to be bought for the road, somebody who knows 
what is intended obtains possession of it, and turns it over to 
the Government at 40, 50, and 100 per cent. advance. This 
is established by the records of Parliament and of the Courts of 
the land.”’ 

Probably no one outside the somewhat heated air of Canadian 
politics is likely to believe this damning accusation quite 
implicitly ; but even if there were not a word of truth in it—and 
that the management of the Inter-Colonial Railway is, for 
whatever cause, bad, appears, I think, clearly from the public 
figures—it is bad enough that such charges should be publicly 
made and apparently believed. Let me quote now from a 
document of a very different type referring to a colony very far 
distant from Canada: ‘‘ A Memorandum relative to Railway 
Organisation, prepared at the request of the Railway Commis- 
sioners of the Cape Government Railways, by Sir Thomas R. 
Price, formerly general manager of those railways, and now 
general manager of the Central South African (t.e., Transvaal and 
Orange River) Railways, dated Johannesburg, February 22, 1907. 





‘* Political Influences—Disturbing Effect of. 


‘‘The drawbacks in the management of the railways in the 
Cape that call for removal arise from the extent to which, and 
the manner in which, the authority of Parliament is exercised. 
They are twofold in their character, viz. :— 

‘*(1) The practice of public authorities, influential persons, 
and others bent on securing concessions or other advantages 
which the general manager has either refused in the conscientious 
exercise of his functions, or is not likely to grant, making repre- 
sentation to the Commissioner (as the ministerial head of the 
Government), supplemented by such pressure, political influence, 
or other means as are considered perfectly legitimate in their way, 
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and are best calculated to attain the end applicants have in 
view. 


‘* (Many members of Parliament act similarly in the interests 
of the districts, constituents, or railway employés in whom they 
happen to be interested. It is by no means unknown for the 
requests in both classes of cases to coincide somewhat with a 
critical division in Parliament—present or in prospect—or other- 
wise something has occurred which is regarded as irritating to 
the public or embarrassing to the Government, and the desire 
to minimise the effect by some conciliatory act is not unnatural.) 

‘* (2) The extent to which the fictitious, and often transitory, 
importance which a community or district manages to acquire 
obscures (under the guise of the Colony’s welfare) the considera- 
tion of the railway and general interests of the Colony as a 
whole.’’ 

“(During the earlier period of my railway service in the Cape 
Colony few things impressed me more, coming as I had from a 
railway conducted on strictly business lines, than the extent to 
which the conduct of railway affairs was influenced by certain 
conditions. Nor was this impression lessened afterwards when, 
in the course of a conversation on the matter, Sir Charles Elliott 
mentioned to me that he had more than once told a late Railway 
Commissioner, ‘ The Government is powerful, but [mentioning 
the town and authority] is more powerful still.’) ” 

“TI do not regard it as open to doubt that the Colony as a 
whole has suffered severely in consequence, the inland portions 
of the Colony particularly so; and that the need for a remedy 
is pressing if the railways are to be conducted as a business 
concern for the benefit of the Colony. 


“Means of Securing Freedom from Political Influences. 


‘The necessity for the railways and their administration 
being removed from such an atmosphere, and treated as a most 
valuable means of benefiting the Colony as a whole, whilst not 
neglecting the interests of a district (but not subordinating the 
welfare of the whole Colony thereto), is pressing. That there 
should be an authority to refer to in case of real necessity, where 
the decision or action of the general manager is not regarded as 
being in the public interest, is also clear. But it is equally 
manifest that the Commissioner or the Government of the day, 
with political or party consideration always in view, is not the 
proper court of reference. 
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‘* Political Influences as affecting Construction of New Lines. 


‘There can be little doubt that in the Cape Colony political 
considerations have influenced the adoption of new lines and 
their construction—many, if not most of them, of an unprofitable 
character—without sufficient inquiry or information, often with 
scanty particulars, and possibly contrary to the advice of the 
officer afterwards entrusted with the construction and working 
of the line. 


“Proposals for New Lines.—Procedure recommended. 


“A material change is imperatively necessary in this respect, 
if only to ensure the solvency of the Colony.” 


It is sometimes conceded that improper exercise of political 
influence may be a real danger where railways are managed under 
a parliamentary régime by a Minister directly responsible to 
Parliament ; but that difficulty, it is said, can be got over by the 
appointment of an independent Commission entirely outside the 
political arena. History does not altogether justify the conten- 
tion. The last Report of the Victorian State Railways gives a 
list of seven branches, with an aggregate length of 46 miles, 
constructed under the Commissioner régime at a cost of £387,000, 
which are now closed for traffic and abandoned because the gross 
receipts failed even to cover the out-of-pocket working expenses. 
It is not alleged, nor is it a fact, that those lines were constructed 
in consequence of any error of judgment on the part of the 
Commissioners. But in truth it is inherently impossible to use 
a Commission to protect a comimunity against itself. In theory 
a Commission might be a despot perfectly benevolent and 
perfectly intelligent; in that case, however, it can hardly be 
said that the nation manages its own railways. But of course 
any such idea is practically impossible, because despots, however 
benevolent and intelligent, cannot be made to fit into the 
framework of an Anglo-Saxon constitution. In practical life the 
Railway Commission must be responsible to someone, and that 
someone can only be a member of the political Government of 
the day. 

I have indicated what in America, where the subject is much 
more carefully considered than here, is regarded as a great 
obstacle to a State-railway system; but I have pointed out also 
that it is quite possible that statesmen fully alive to the dangers 
may yet find themselves constrained to risk them unless 
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some satisfactory method of controlling private railway enter- 
prise can be found. I do not think it can be considered that this 
has been done in England at the present time. In the main 
we have relied on the force of competition to secure for us reason- 
able service at not unreasonable rates; and as I still cherish a 
long-formed belief that English railways are on the whole among 
the best, if not actually the best, in the world, I am far from 
saying that competition has not done its work well. But com- 
petition is an instrument that is at this moment breaking in our 
hands. Within quite a few years the South Eastern Railway 
was united with the Chatham ; the Great Southern has obtained 
a monopoly over a large part of Ireland; in Scotland the Cale- 
donian and the North British, the Highland and the Great North 
have in very great measure ceased to compete. If the present 
proposals for the working union of the Great Eastern, the Great 
Northern and the Great Central go through, competition in the 
East of England will be absolutely non-existent from the Channel 
to the Tweed. And one can hardly suppose that matters will 
stop there. In fact, since this address was in type a comprehen- 
sive scheme of arrangement for a long term of years between the 
London and North Western and the Midland has been 
announced. We must, I think, assume that competition, which 
has done good work for the public in its day, is practically ceasing 
to have any real operation in regulating English railways. 

For regulation, therefore, we must fall back on Government ; 
but how shall a Government exercise its functions? Regulation 
may be legislative, judicial, executive, or, as usually happens in 
practice, a combination of all three. But we may notice that, 
as Mr. Adams points out, in Anglo-Saxon countries it is the 
Legislature and the Judicature that are predominant; whereas 
in a country like France, which though a democracy is bureau- 
cratically organised, it is executive regulation that is most 
important. Now, the capacity of the Legislature to regulate is 
strictly limited; it can lay down general rules; it can, so to 
speak, provide a framework, but it cannot decide ad hoc how to 
fit into that framework the innumerable questions that come up 
for practical decision day by day. 

The capacity of the Law Courts to regulate is even more 
strictly limited. For not only is it confined within the precise 
limits of the jurisdiction expressly conferred upon it by the 
Legislature, but further, by the necessity of the case, a court of 
law can only decide the particular case brought before it; a 
hundred other cases, equally important in principle, and 
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perhaps more important in practice, may never be brought 
before it at all. Even if the Court had decided all 
the principles, it has no machinery to secure their application 
to any other case than the one particular case on which judgment 
was given. There was a case decided thirty years ago by our 
Railway Commission, the principle of which, had it been gener- 
ally applied throughout the country, would have revolutionised 
the whole carrying business of Great Britain. It has not been 
so applied, to the great advantage in my judgment of English 
trade. Further, the great bulk of the cases which make up the 
practical work of a railway : “What is a reasonable rate, having 
regard to all the circumstances, present and prospective, of the 
case? Would it be reasonable to run a new train or to take 
off an old one? Would it be reasonable to open a new station, 
to extend the area of free cartage, and the like? ”—all these are 
questions of discretion, of commercial instinct. They can only 
be answered with a “Probably on the whole,” not with a cate- 
gorical “Yes” or “No,” and they are absolutely unsuitable for 
determination by the positive methods of the Law Court with 
its precisely defined issues, its sworn evidence, and its rigorous 
exclusion of what, while the lawyer describes it as irrelevant, is 
often exactly the class of consideration which would determine 
one way or other the decision of the practical man of business. 
It seems to me, therefore, that both in England and in 
America we must expect to see in the near future a considerable 
development of executive government control over railways. 
This is not the place to discuss in detail the form that control 
should take, but one or two general observations seem worth 
making. The leading example of executive control is France ; in 
that country the system is worked out with all the French 
neatness and all the French logic. But it is impossible to 
imagine the French principle being transplanted here. For one 
thing, the whole French railway finance rests upon the guarantee 
of the Government. The French Government pays, or at least 
is liable to pay, the piper, and has therefore the right to call 
the tune. The English Government has not paid, and does not 
propose to pay, and its claim to call the tune is therefore much 
less. Morally the French Government has a right—so far at 
least as the railway shareholders are concerned—to call on a 
French company to carry workmen at a loss; morally, in my 
judgment at least, the English Government has no such right. 
But there is a further objection to the French system : the officers 
of the French companies have on their own responsibility to 
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form their own decisions, and then the officers of the French 
Government have 4lso on their own responsibility, to decide 
whether the decision of the company’s officer shall be allowed to 
take effect or not. The company’s officer has the most knowledge 
and the most interest in deciding rightly, but the Government 
official has the supreme power. The system has worked—largely, 
I think, because the principal officers of the companies have been 
trained as Government servants in one or other of the great 
Engineering Corps, des Mines or des Ponts et Chaussées. But 
it is vicious in principle, and in any case would not bear 
transplanting. 

What we need is a system under which the responsibility 
rests, as at present, with a single man (let us call him the general 
manager), and he does what he on the whole decides to be best, 
subject however to this: that if he does what no reasonable 
man could do, or refuses to do what any reasonable man would 
do, there shall be a power behind to restrain, or, as the case 
may be, to compel him. And that power may, I think, safely be 
simply the Minister—let us call him the President of the Board 
of Trade. For, be it observed, the question for him is not the 
exceedingly difficult and complicated question, ‘What is best to 
be done?” but the quite simple question, “Is the decision come 
to which I am asked to reverse so obviously wrong that no 
reasonable man could honestly make it?” 

And even this comparatively simple question the President 
would not be expected to decide unaided. He will need com- 
petent advisory -bodies. Railway history shows two such bodies 
that have been eminently successful—the Prussian State Railway 
Councils and the Massachusetts Railroad Commission. Wholly 
unlike in most respects, they are yet alike in this: their proceed- 
ings are public, their conclusions are published, and those conclu- 
sions have no mandatory force whatever. And it is to these 
causes that, in my judgment, their success, which is undeniable, 
is mainly due. Let me describe both bodies a little more at 
length. 

There are in Prussia a number (about ten, I think) of 
District Railway Councils, and there is also one National Council ; 
they consist of a certain number of representative traders, manu- 
facturers, agriculturists, and the like, together with a certain 
number of Government nominees; and the railway officials 
concerned take part in their proceedings, but without votes. The 
Councils meet three or four times a year, their agenda paper is 
prepared and circulated in advance, and all proposed changes of 
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general interest, whether in rates or in service, are brought before 
them, from the railway side or the public side, as the case may 
be. The decision of the Council is then available for information 
of the Minister and his subordinates, but, as has been said, it 
binds nobody. 

The Massachusetts Railroad Commission is a body of three 
persons, usually one lawyer, one engineer, and one man of 
business, appointed for a term of years by the Governor of the 
State. Originally the powers of this Commission were confined 
to the expression of opinion. If a trade, or a locality, or indeed 
a single individual, thought he was being treated badly by the 
Massachusetts Railroad, he could complain to the Commission ; 
his complaint was heard in public; the answer of the railway 
company was made there and then; and thereupon the Commis- 
sioners expressed their reasoned opinion. The system has 
existed now for more than thirty years, and it is safe to say that, 
with negligible exceptions, if the Commission expresses the 
opinion that the railroad is in the right, the applicant accepts 
it ; if the Commission says that the applicant has a real grievance, 
the railroad promptly redresses it on the lines which the Commis- 
sioners’ opinion has indicated. 'The success of the Commission 
in gaining the confidence of both sides has been so great that 
of late years its powers have been extended, and it has been 
given, for example, authority to control the issue of new capital 
and the construction of new lines. But on the question with 
which we are specially concerned here, the conduct of existing 
railway companies as public servants, it can still do nothing 
but express an opinion ; and it may be added that the Commission 
itself has more than once objected to any extension of that 
power. 

Mr. Adams, from whom I have already quoted, was the 
first Chairman of the Commission. He has described their 
position as resting “on the great social feature which distin- 
guishes modern civilisation from any other of which we have a 
record, the eventual supremacy of an enlightened public opinion.” 
That public opinion is supreme in this country, few would be 
found to deny; that public opinion in railway matters is 
enlightened, few would care to assert. But given the enlightened 
public opinion, one can hardly doubt that it will secure not merely 
eventual but immediate supremacy. In truth, as Bagehot once 
pointed out, a great company is of necessity timorous in con- 
fronting public opinion. It is so large that it must have many 
enemies, and its business is so extended that it offers innumerable 
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marks to shoot at. It is much more likely to make, for the 
sake of peace, concessions that ought not to be made than it is 
to resist a demand that reasonable men with no personal iriterest 
in the matter publicly declare to be such as ought rightly to be 
conceded. 

To sum up in a sentence the lesson which I think the history 
we have been considering conveys, it is this: Closer connection 
than has hitherto existed between the State and its railways has 
got to come, both in this country and in the United States. 
Hitherto in Anglo-Saxon democracies neither State ownership 
nor State control has been over-successful. The best success has 
been obtained by relying for control, not on the constable, but 
on the eventual supremacy of an enlightened public opinion. 
Nearly twenty years ago, in the pages of the ECONOMIC JOURNAL, 
I appealed to English economists to give us a serious study of 
what the Americans call the transportation problem in its broad 
economic and political aspects. Since then half-a-dozen partisan 
works have appeared on the subject, not one of them, in my 
judgment, of any real scientific value; but not a single serious 
work by a trained economist. And yet such a work is to-day 
needed more than ever. Let me once more appeal to some of 
our younger men to come forward, stop the gap, and enlighten 
public opinion. 

W. M. AcwortH 


*,* Since this address was delivered the Canadian Railway Commission has been 
enlarged and its personnel strengthened, as it has proved unable to deal with the 
increasing volume of business coming to it, 





ON THE NATIONALISATION OF RAILWAYS. 
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IF we pass in review the history of the railway policies of 
various countries, we are led to the conclusion that these reveal, 
not arbitrary differences, but a variety of development in close 
interaction with the general political and economic conditions of 
the country. And a careful comparison of the world’s railway 
systems shows this to be no less true of the large and smaller 
German States than of Russia or the United States, with their 
very much greater dimensions. The advantages and the draw- 
backs of every possible system may have been never so impartially 
discussed, yet in the end the traditions and the difficulties, the 
existing political and economic conditions of each country have 
had the last word. 

In Germany, Switzerland, France and other Continental 
States, roads, canals and postal services had for centuries owed 
both their existence and their working to the central government. 
When the time came for the first »ailways to be built this ancient 
tradition stood the supporters of a State railway policy in good 
stead. And, even so, they did not have it all their own way, for 
in several of the smaller German States attempts were made to 
float joint stock railway undertakings, and it was only when the 
lack of available capital and the absence of business enterprise 
doomed these projects to failure, that a State railway system 
was finally decided on. In the kingdom of Prussia the plan, 
mooted in the reign of Frederick William IV. (1840), of con- 
structing a network of railways, met from the first with a favour- 
able reception. Unfortunately the enterprise that might have 
floated a joint stock company was wanting, and the Government 
was not in a position to step into the breach. For in 1820 the 
Crown had entered into a definite obligation not to borrow money 
without the consent of the nation. But to obtain this consent 
it would have been necessary to call a representative assembly 
into being, and this the Crown was not at all disposed to do. 
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Hence the Government could raise no loan and build no railways. 
The only alternative therefore was to compromise by forming a 
joint stock company, with the State as guarantor of the dividends. 
In this manner the majority of the Prussian railways came into 
existence, and it was not until 1848, the year which saw the birth 
of a Constitution and the opening of a Parliament, that a State 
line could be constructed. This was the Eastern Railway which 
linked up the capital with the eastern frontier. 

In spite of the satisfactory results achieved by the State control 
of the Prussian railways, the doctrine of laisser faire and the 
references to the example afforded by England began about the 
year 1860 to gain the upper hand. ‘To this cause can be traced 
the railway mania of 1872 and the crisis of 1873. The Parlia- 
mentary Commission of the latter year emphatically decided that 
a State railway:system was the best cure for the disasters that 
had recently befallen the private lines. After a few years’ hesi- 
tation the Government followed this advice, and as early as 1875 
a scheme was devised for an Imperial railway system which com- 
bined two main ideas—nationalisation and the establishment of 
a uniform system for the whole Empire. When the second pro- 
posal was foiled by the opposition of the smaller States, which 
clung tenaciously to their individual independence, the Prussian 
Government decided to take over all the lines within its own 
dominion which still remained in private hands. The smaller 
States followed suit, and there matters rested for the next thirty 
years. 

Switzerland affords another example of the way in which the 
special conditions existing in a country have influenced the 
development of its railway policy. The building of railways was 
here retarded by natural obstacles, and it was not until 1850 that 
the Federal Council called in two English experts, Robert 
Stephenson and Swinburne, to its aid. Two years later, in 
direct opposition to the report of a Select Committee which had 
recommended a Federal railway system, a law was passed which 
paved the way for a system of private railway undertakings. The 
newly-formed Federal Constitution of Switzerland was not strong 
enough yet to entrust the union with such extensive powers, 
while the small cantons—the supporters par excellence of indi- 
vidual independence—were too small for a system of State lines. 
The only alternative therefore was a system of railway companies, 
whose power, after forty years’ development in the well-known 
manner typical of such organisations, was bound to come into 
conflict with the political powers of the Democratic State. 
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The example of the Prussian and other German State railways 
showed the easiest way out of the difficulty. After several futile 
attempts to obtain effective control over the companies by the 
imposition of definite regulations, the country proceeded gradually 
to nationalisation. The difference between the course adopted by 
Switzerland and its prototype was mainly a matter of procedure ; 
the financial methods of the former under the influence of a 
Democratic Government were more complicated, and the progress 
of the undertaking was slower than in Germany. The first 
attempt made by the Federation to purchase the Central 
Railway failed altogether, and the weapon successfully used to 
defeat the measure was the Referendum (1891). The Govern- 
ment then resorted to methods better calculated to produce the 
desired effect on the majority of the nation, and obtained its end 
by invoking the popular hatred of capitalism and of the foreigner. 


II. 


It was in the days when the railway mania in Prussia was at 
its highest that the Report of the Joint Select Committee of both 
Houses of Parliament on “Railway Amalgamation” was pub- 
lished in England (1872). This big volume attracted my atten- 
tion, and led me to an historical treatment of the subject which 
occupied my entire time for the next few years. I spent several 
months in the reading-room of the British Museum, where the 
“Accounts and Papers,” comprising the complete set of Blue- 
books deaiing with the history of English railway policy, were 
kept. I made a complete study of Hansard’s Debates, the big 
quarterlies, pamphlets, &c., and supplemented these literary re- 
searches by many discussions with specialists on the subject. 
Armed with the fruits of these labours and a pile of Blue-books, 
I returned to Germany. 

What I gathered from these materials differed substantially 
from the reports on the railway policy of England spread during 
the past ten years by our German Free-Trade propagandists. 
These reports were not founded on fact, but were merely the 
application of the general principle that all blessings spring from 
free competition to this particular domain. As a matter of fact, 
the connection which necessarily exists between the traditions 
and general political conditions of a country and its railway 
policy is nowhere more clearly visible than in England. It was 
not an abstract principle but the ancient institutions of the 
country which dictated the existing policy. England laid the 
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foundations of her unity as long ago as the Norman Conquest, but 
until the present day she has been at pains to keep the centralisa- 
tion of her Government within the narrowest possible limits. 
This was only achieved by leaving to the municipality or to 
private enterprise many offices which the executive administra- 
tion of the great Continental States had taken upon itself. This 
tendency is visible even in the development of roads and road- 
making. In this respect Adam Smith was in advance of the 
general opinion of his country when he wrote, in the conclusion 
of his chapter on the ‘‘ Expenses of the Sovereign or Common- 
wealth ’’ :—‘‘ The expense of maintaining good roads and com- 
munications is no doubt beneficial to the whole society, and may 
therefore without any injustice be defrayed by the general contri- 
bution of the whole society’’ (Book V., ch. v.). Such general 
contribution can only be levied upon the whole society where the 
duty of building the roads devolves on the State. 

In France the Government of the seventeenth and eighteenth 
centuries built roads and canals, whereas in England, even in 
the nineteenth century, complaints were rife about the deplorable 
condition of the high roads, and the best service rendered to the 
means of communication had been the construction of canals 
begun during the last quarter of the eighteenth century. Since 
the opening of the Bridgewater Canal these private undertakings 
attempted to do for England what the Government was doing 
for France. And when the first railway was designed to connect 
Liverpool and Manchester, and thus to run over the same classic 
ground which the first canal had covered, this and all subsequent 
railway undertakings in Great Britain entered on the path which 
the canals of England had followed for half a century. A tradi- 
tion thus arose which was throughout intimately connected with 
the development of joint stock undertakings, but the type of insti- 
tution which it produced was very different from what the sup- 
porters of the vulgar doctrine of free competition believed it to 
be. A single glance at the text of the Act of Parliament which 
sanctioned the construction of the Liverpool and Manchester line 
on May 7th, 1826—consisting of 112 pages, gross folio—suffices 
to correct such an erroneous conception. Here we find the rights 
of the company quite formally conferred on it; the authorisation 
to build a line with requisite bridges, tunnels, &c.; powers to 
acquire the necessary freehold, careful directions regarding the 
construction of tunnels under the city of Liverpool. Level cross- 
ings on the public highway are altogether forbidden, and steam 
engines are ordered to consume their own smoke. Further, 
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detailed regulations are set forth for the constitution of the com- 
pany, and very definite limits are assigned to the tariffs permitted, 
with the express stipulation that these shall be lowered so soon 
as the company’s dividends rise above 10 per cent. 

The really noteworthy feature of this Act is not so much the 
provisions which it contains, as the fact that the majority of 
these provisions were taken wholesale from the Canal Acts, passed 
fifty years previous to this date. The first Railway Act and the 
whole line of subsequent Acts are closely connected with the 
traditional policy, according to which we see the Government 
always at pains to safeguard the public interest in undertakings 
of this kind by a number of detailed regulations. Just as the Law 
of Turnpike Trusts led on to the Canal Acts, so the Canal Acts 
passed over.into the Railway Acts. This explains the anomalous 
clause 165: ‘‘ All persons shall have free liberty to use the car- 
riages or roads for the purpose of conveying goods or passengers 
or cattle’’—which has often been quoted in so misleading a 
manner, and becomes so easily intelligible when one remembers 
that it was simply copied, together with other more appropriate 
clauses, from the Canal Acts into the first and all subsequent 
Railway Acts. 

Free competition in the true sense of the term has never 
existed in the English railway system. A certain degree of 
competition must, however, be admitted, which has arisen chiefly 
because Parliament granted its concessions, not on a consistent 
plan, like a French Council, but in an absolutely casual and arbi- 
trary manner. In some cases it even aimed at encouraging com- 
petition between different companies. Nevertheless, as Glad- 
stone said in 1844 : “Railway competition are like lovers’ quarrels 
—breves inimicitiae, amicitiae sempiternae.” 

This meant that the amalgamation of railway companies was 
an early development in the companies’ history, and that a 
general misgiving soon began to exist regarding the possible con- 
sequences of such a monopoly in private hands. From this to 
the idea of nationalisation was but a step. Even before the age 
of railways, whenever Parliament had been approached with a 
request for a concession for the supply of gas (1810, 1816, 1817, 
1824) the Earl of Lauderdale had offered the most strenuous 
opposition in the Lords to all Bills sanctioning the formation of 
a company for this purpose, on the grounds that such a monopoly 
should not be handed over to a commercial company. In view 
of the development of the railway companies on monopoly lines, 
this opinion became very general. Early in 1839 Mr. R. W. 
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Rawson delivered an address to the Royal Statistical Society, in 
which he compared the new Belgian State Railway system with 
the English system, very much to the disadvantage of the latter. 
At the same time, an Edinburgh Reviewer wrote: ‘‘ Theory and 
experience alike conclusively prove that the State should control 
the railways’’ ; and the same opinion is to be met in both Houses 
of Parliament. In the year 1844 a comprehensive Parliamentary 
inquiry was instituted, the result of which was the Act of August 
9th, 1844. ‘‘ After a period of twenty-one years,’’ so runs the 
second clause of this Act, “it shall be lawful for the Treasury to 
purchase every railway which shall be sanctioned either in the 
present or in any of the future sessions of Parliament. The pur- 
chase shall come into force at three months’ notice, and the pur- 
chase money shall amount to twenty-five times the average net 
profit of the past three years.” 

Next followed the classical age of the Manchester doctrine, in 
which the dogma of non-interference achieved its greatest 
triumphs. Naturally enough exceptions can be quoted even 
here. When in 1865 the twenty-one years prescribed by the Act 
of 1844 had elapsed, a Royal Commission was appointed to inquire 
into the railway question. The chief subject of inquiry was 
the tariff problem, especially the differences which existed between 
various distances—in a word that aspect of the railway question 
which specially brought out the incompatibility between a private 
railway system and the public ends which it was designed to 
serve. Nevertheless, the consequences of this incompatibility 
were not seriously discussed at this date. Only a single para- 
graph in favour of a State railway ‘system was appended to the 
report in the form of a rider, by Sir Rowland Hill, the reformer 
of the Post Office. Even Gladstone, the ardent pioneer of the 
Inquiry and Act of 1844, declared in 1865, in his capacity of 
Chancellor of the Exchequer, that the Government had no inten- 
tion of carrying into effect the provisions of the Act of 1844. 
Nor did the inquiry on ‘*‘ Amalgamation,’’ instituted by the Par- 
liamentary Committee of 1872, achieve anything beyond the 
appointment of a new Commission on Railways and Canals 
(1873). It is true that the warning note sounded by Captain 
Tyler, one of the railway inspectors who gave evidence before 
the Committee, was frequently quoted. ‘‘In the end,’’ so ran 
the statement, ‘‘the country will be in the hands of a few com- 
panies, which will combine further among themselves until they 
form a single huge railway monopoly. The question will then 
arise whether the State shall control the railways or the railways 
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the State.’’ Very similar, if more cautious, was the pronounce- 
ment of Mr. H. T. Farrer, the Permanent Secretary of the 
Board of Trade, who set forth his views in an article on ‘‘ Indus- 
trial Monopolies,’’ in the Quarterly Review. Even in the busi- 
ness world the movement had its supporters, and we find, firstly 
at Liverpool, and secondly at Hull and Plymouth, industrial 
magnates who raised their voices in favour of nationalisation. 
Since then thirty-six years have elapsed, years fraught with 
many economic and social changes for all countries—not excluding 
England. The factor of the greatest importance in this respect 
has been the democratisation of England, following on the elec- 
toral reform of 1867. This has found expression in fiscal changes, 
in the legislation for the protection of the working man, and 
especially the railway employee, and, above all, in municipal 
socialism, for the democracy can impose its will with less 
hindrance on municipal than on national politics, where the 
former ‘‘ ruling-classes’’ have kept a good deal of their influence. 
Hence the new socialistic spirit penetrated much more rapidly into 
the municipal transport services, gasworks, waterworks, and so 
forth, than into the corresponding national institutions. Even 
here, however, progress is not entirely absent. In 1861 Mr. 
Gladstone founded the Post Office Savings Bank Department, and 


in 1868 the telegraph was nationalised and became another branch 
of the Post Office—that institution which had for centuries 
remained the solitary national undertaking of its kind. 

The foreigner is not, however, competent to judge of the 
prospects of so great a reform as the nationalisation of English 
railways. I will therefore confine myself to a short description of 
the experiences of Germany under this head. 


TIT. 


Under the influence of various political and economic condi- 
tions the railway policies of various countries have developed in 
different directions. But there is one experience which they all 
share. The undeniable fact that the greatest mileage by far is 
in the hands of joint stock companies must not on any account 
be regarded as the verdict of the majority in favour of this system. 
In the most important countries—England, France, and the 
United States of America—the question of public versus private 
ownership has been a burning one from the very beginning, and 
never has the controversy raged more fiercely than in the present 
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day. On the other hand, where nationalisation is an accom- 
plished fact no one would seriously think of questioning the 
institution. This has long been the experience of Germany, and 
more recently that of Switzerland. In England even, the same 
may confidently be asserted of the postal and telegraph services. 
Or has any sane person ever been heard—even when the wave 
of Individualism was at its highest—to demand that the Post 
Office should be freed from Government control and handed over 
to a joint stock company or to the play of free competition and 
private enterprise? Has any serious proposal been made during 
the past forty years to go back on the nationalisation of the tele- 
graph, except in that erroneous criticism of Stanley Jevons, who 
saw in the existing extravagant tariff a defect inherent in govern- 
mental administration ? 

It cannot be denied that every system and every measure of 
social and political life has its drawbacks. Moreover, where the 
public transport services are concerned unreasonable expectations 
and unjustifiable reproaches are never far to seek. But the real 
danger to which a national institution of this kind is exposed is 
the demand that, owing to its public character, it should be run 
at a financial sacrifice, while the responsibilities which the State 
thus incurs are liable to be overlooked. An example of this 
danger was afforded by the adventurous projects of Messrs. Galt, 
Brandon, and others, who clamoured for nationalisation from the 
earliest days of railway construction in England, in the hope of 
securing a field for the realisation of their wildest fantasies. It 
is true that contemporary Germany, where a State railway system 
is in force, has not provoked childish follies of this kind. But a 
more practical and lasting sort of criticism has now come into 
vogue. The earliest opponents of Prussian railway nationalisa- 
tion had laid most stress on the objection that the finances of the 
State would not be equal to the strain. When experience proved 
the contrary, and the State railways began to show considerable 
profits over and above the interest due, the opposition shifted 
its ground and reproached the system with being too “‘ fiscal,’’ 
that is, inclined to give too much prominence to considerations 
of profit for the revenues of the State. There have been some 
persons foolish enough or forgetful enough to hold up the company 
system as a pattern on which the State system might well 
endeavour to model its policy, while in reality the majority of the 
companies generally made much larger profits. Still, it has never 
been seriously proposed to revert to the old system of private 
enterprise. The State railways have become a national institu- 
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tion, whose details may legitimately be criticised, but which in its 
entirety is no longer open to question. 

And we must note this: there is nothing accidental about 
these institutions, for they develop according to an inherent 
necessity. The root idea is the same, whether we proceed accord- 
ing to the old English fashion of government, and safeguard the 
public interest by prescribing to these undertakings a course 
which will compel them to fulfil their obligations and serve the 
public need, or whether, under more favourable conditions, we 
carry the idea to its logical conclusion, and place the whole 
organisation into the hands of the State and the community. 
They are to be centralised institutions, organised on a single, 
consistent plan, and directed by the sovereign unity of a Govern- 
ment Executive. 

A critical survey of the Australian railway system has recently 
been published by an American author (Victor S. Clark, the 
Quarterly Journal of Economics, May, 1908, Vol. xxii., pp. 399- 
451), following on a piece of work which was brought out by a 
Seminar of mine some considerable time ago. The article ends with 
the words : ‘‘ The evils predicted of Government ownership in the 
United States are not now apparent in Australia. Each country 
has probably followed the policy best adapted to its circumstances. 
To change that policy in response to a theory would be unwise. 
If industrial conditions change in America in such a way as to 
demand Government ownership it will doubtless come.”’ 

I should be inclined to attack the problem for the United 
States and for Europe from a different standpoint. It is not 
so much the industrial as the political conditions which would 
have to be altered before Government ownership could become 
possible, and the decisive question to my mind is not whether 
Government ownership is desirable from the industrial point of 
view, but whether it is possible under existing political condi- 
tions. 

I would not venture to prophesy for any foreign country at 
exactly what date its political conditions will be ripe for the 
nationalisation of its railways. But just for this reason I venture 
to maintain that it is only a question of time alike for France, 
for England, and for the United States of America. 

The old fashioned but still popular method of instituting com- 
parisons between different countries and systems, in order to 
discover whether State railways or private companies offer cheaper 
rates, greater security of conveyance, more facilities, &c., is 
doomed to remain barren. Comparisons of this kind are apt to 
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leave out too many considerations, and they never get to the 
root of the matter. The real question belongs to a higher order 
of things, and is not to be answered in terms of quantities at all. 
It amounts to this—that the sovereign power of Society over the 
principal means of transport must not in the long run be left to 
private enterprise and profit-making companies. The attempts, 
however, to attain this end by making the companies conform 
to certain stipulations laid down by Act of Parliament, and to 
laws and regulations enacted from time to time, have been 
attended by various degrees of failure. The cause of this is 
simple enough. The essential condition for the efficiency of any 
method of communication, such as railways, the Post Office, and 
the telegraph, is the most thoroughgoing centralisation possible. 
The more centralisation there is, the more order there will be, the 
more systematic arrangement, the more safety, promptitude 
and cheapness. Hence the irresistible tendency for such insti- 
tutions to amalgamate into one great complex undertaking, even 
when there was originally no uniform plan and no centralisation. 
But every such amalgamation is a fresh step towards a monopoly, 
not de jure, but de facto, a monopoly which is inimical to the 
public interest so long as it is not in the hands of the community. 
Hence the restless tendency to nationalise every monopoly—the 
only means of setting the matter at rest. For the State is the 
only rightful owner of a monopoly, and the sole trustworthy 
guardian of the public interest. 

It was in this spirit that, soon after the foundation of the 
German Empire, the scheme for a uniform State railway was 
placed in the forefront of the practical politics of the day. Here 
we have the first epoch-making measure directly antagonistic to 
the vulgar tenets of laisser faire. The difficulties encountered 
were not due to any doubt that might exist regarding the expedi- 
ency of a uniform system of communication; they were based, 
not on economic, but on political grounds. The opposition came 
from the smaller German States, which clung with tenacious 
obstinacy to their independence, and were unwilling to make 
over to the central authority any more than they had already 
yielded at the foundation of the Empire. The consequence was 
that instead of having one great Imperial railway system, Ger- 
many had to put up with a number of small State railways, the 
only large one among them being the Prussian State Railway. 

The expediency of a great uniform system has now been con- 
clusively established by the success of the Prussian State Railway, 
which, thanks to the economies rendered possible by its high 
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degree of centralisation, has achieved a great reduction in its 
working expenses, and hence a large profit. And this notwith- 
standing that a generous price was originally paid to the dis- 
possessed shareholders; that the network of Prussian railroads 
has been extended by branch lines in all directions; that the 
tariff rates and fares have been reduced, and the rolling stock and 
station yards renewed with a liberal hand. 

All this is in striking contrast to the indifferent success of the 
smaller German States, whose railroads cover so little space that 
the receipts are barely sufficient to pay the interest on the capital 
expended on their purchase, without drawing on the general 
revenue of the State. Their narrow railway policy may there- 
fore be said to have brought its own penalty in the shape of 
financial loss. Already, however, they have entered on the best 
way of repairing the damage. It is now ten years since the 
Grand Duchy of Hesse linked its railway system on to that of 
Prussia, so as to share in the advantages of a uniform organisa- 
tion, and there is no doubt that in the course of time the other 
German States will be driven by the pressure of necessity to 
adopt a similar course. In a former article’ I have already 
shown what an increasing benefit the profits of a State railway 
have proved during the past twenty years to the revenues of 
the kingdom. 

The Prussian civil servant is undoubtedly a factor of the first 
importance in the State railway system. As early as the middle 
of the nineteenth century the experiences of the country in this 
connection were distinctly encouraging. When the Prussian 
Government guaranteed the interest on the original railways, it 
reserved to itself the right of taking over the lines in the event 
of such a contribution from its funds becoming necessary. As 
soon as one of the railway companies availed itself of this privi- 
lege and consequently passed into the hands of the Government, 
the net profits of the line rose immediately, and no further 
contribution from the revenue was required. 

It may be true that the material of the Prussian Civil Service 
which is required for the State railway and other administrative 
functions has not by any means reached the level of absolute 
perfection. But this much is certain—the first indispensable 
condition of a successfully worked State railway system is a com- 
petent Civil Service. Indeed, among all the difficulties urged 
by American writers against the establishment of a State or 
Federal railway system in the United States, the most plausible 


1 Economic JouRNAL, 1907, pp. 516-523. 
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argument is that the need for reform of the existing Civil Ser- 
vice, which comprises the administrative authorities of towns, 
States, and the Union, is already one of the most urgent problems 
of public life. If this fresh duty, requiring the services of a 
mighty army of new officials, were to devolve on the State or 
Union, the problem would be complicated beyond all measure. 

In the German States, and especially in Prussia, the tradi- 
tion of some centuries has produced the type of civil servant 
which is a sine quad non of this and other branches of public 
service. For, just as the success of private undertakings depends 
on the personality of individual chiefs and their assistants, so 
the public administration depends for its welfare on the character 
of its civil servants. 

Gustav CoHN 

University of Gottingen 











EARNINGS AND SURPLUSES. 


In order to explain how the annual income of a nation is 
distributed, economic science has adopted the method of first sup- 
posing that the total amount of that income can be regarded as 
one sum—a National Dividend. The production and consump- 
tion of the goods which constitute this income go on, however, 
from day to day, without any obvious control of the intermittent 
consumption by the total production over a given time. For this 
reason it may be held that the term Dividend is only a verbal 
simplification of the problem of distribution, and that it derives 
its acceptance from the analogy of company finance, where a 
definite sum of profits is distributed at a definite time. My first 
purpose in this paper is to argue that this conception of a Dividend 
can be regarded in two ways, as a deductive supposition, and as 
an inductive summary; and that it is the latter of these which 
is the more helpful. 

The principle upon which the amount of national income is 
distributed to each agent is held to be that of ‘‘ marginal effici- 
ency.”’ This articulation of the theory of the Dividend is the 
special feature of recent analysis. My second purpose is to show 
that some at least of the prejudices which this theory has to over- 
come are due to confusion between a popular and a scientific use 
of the term ‘‘marginal’’; that there is a difference between 
“real” and “analytical” margins. The former are limiting 
cases, empirically given ; the latter are the last stages in a process 
of thought which is bound to certain assumptions. The question 
is of more than theoretical interest, since it affects our view of 
the fairness of a distribution of wealth upon this basis ; and if we 
take the wrong view of what ‘‘ marginal ’’ means, we lend support 
to the contention that wage-earners are exploited. 

Again, the theory of a Dividend distributed on a marginal 
principle raises further points of difficulty. The chief of these, 
especially if we take the inductive view of the Dividend, is that 
margins imply surpluses; we have to reconcile the fact that all 
individual consumers and producers realise surpluses, with the 
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view that the Dividend is distributed without residue. This 
reaction of the general point of view upon the instances from 
which it is derived is of special importance to the teacher of 
economics. 


: 


Economics is as much entitled as is any other science to 
present a number of individual cases, or a frequently recurring 
process, under the form of a summarised result. There are some 
sciences in which this method is more available than it is in 
others; thus the sciences which deal with material bodies that 
are durable can present these as an actual sum more easily than 
can the sciences which deal with processes or created 
goods which are quickly consumed. In the former case, 
a real addition is more possible than in the latter; contrast, for 
instance, physical bodies which can co-exist with sensations which 
succeed each other. In economics we are near to the latter kind 
of instance ; but 1t is desired, in order to present a general view of 
a number of processes over a certain period, to obtain the most 
feasible method of getting a summarised result. That is the aim 
of the National Dividend. 

The idea of this Dividend can be presented in two ways. 
The first, and more abstract, is as follows :—We take the most 
general conception of economic science—competition ; and we 
proceed to say that all the created wealth of a nation must be 
supposed, for theory’s sake, to be aggregated, and then divided 
among the producers. Further, we must suppose that the 
distribution is made first to the three agents of production in 
general—Land, Labour, and Capital; and that thereafter wealth 
is subdivided within these groups to different kinds of Land, 
Labour, and Capital, until we come down to individuals. That 
is to say, we start from a general economic conception of competi- 
tion, and suppose that on this basis a purely deductive presenta- 
tion can be made of a general and a special distribution, although 
usually this analysis stops at the general distribution to the three 
industrial factors regarded as groups. Finally, we have to sup- 
pose that, competition being the guiding idea, the division so 
made between Land, Labour, and Capital will correspond in some 
way to their relative efficiencies in producing the sum that is 
being divided. In this general way the economists for some time 
indicated a deductive supposition ; and Dr. Cannan calls this the 
notion of Distribution Proper. It appears unfortunate that this 
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name should be reserved for so abstract a process. It requires us 
to imagine wealth distributed from this fund to Land, Labour, 
and Capital separately ; whereas, in fact, the industrial unit is 
an inseparable combination of these three. The fund of goods 
it imagines has no indicators of relative values; it is simply a 
stock of quantity. There is no suggested principle of division ; 
how can we know by deduction how competition articulates itself 
in the industrial mechanism? ‘The theoretic simplicity and neat- 
ness of this method of presenting the meaning of the Dividend 
are bought at too great a price. Only to the very simplest indus- 
trial conditions would it be applicable. 

On the other hand, we can proceed as follows. We can cal- 
culate the wages which any workman receives in a year, and so 
obtain the total sum paid in wages; and we can do the same 
with rents and profits. We can then say that, although the wages 
of the first month have been spent by the end of the year, the 
wages-bill represents the total amount of the year’s produce that 
has gone to labour; and we can regard it as one sum without 
going beyond the most ordinary use of scientific conceptions. 
Further, we can observe how, in each particular industry or 
business, the amount of wages paid is determined; and we can 
then transfer the principle so observed to the summarised case 
of all wages together. If the value of the marginal net product 
decides every wage, we can say it decides the wages-bill. But 
this is quite different from speaking of the marginal utility of 
‘‘Jabour in general,’’ as Distribution Proper requires us to do. 
In this second method of representing the sum of national 
wealth, we recognise that a simultaneous sum is not the fact, 
but is a legitimate method of summing up a number of facts; 
we are presenting a summarised result, not a general competitive 
conception. Again, the principle of division is derived induc- 
tively. We have still to realise that, although the stock of goods 
is marked with the relative values which observation of the com- 
petitive process gives us, no period of time will keep us free from 
the influence of ‘* futures’’; the National Dividend will always 
be affected by this. But in an annual period at least seasonal 
influences are allowed for, so that the Dividend is the year’s 
product regarded as a sum divided out to the factors that have 
produced it. The idea of the Dividend is not therefore to be 
taken as a starting point for economic deduction ; it is an induc- 
tive summary, an idea full of constant reminders of the particular 
cases from which it has been derived. No scientific method 
is more usual or legitimate than this. 
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Care has to be taken in transferring the idea of a dividend 
from the particular to the general case. In an individual busi- 
ness the dividend is after deduction of wages, and of labour 
embodied in materials. But the National Dividend must include 
all wages, so that the question arises what is meant by the net 
annual product of a nation. How, in a National Dividend, is it 
possible to make any such deductions from the gross product as a 
single business makes, if such deductions are paid as wages or 
profits to any persons at all? The nature of such deductions 
may be represented by supposing that land, capital, and stocks 
of materials have been hired by the community without rental ; 
labour must be devoted to the up-keep or restoration of these, 
which draws on the new wealth of the country for wages, while 
its own products are mortgaged. 

The distribution of the net product or Dividend is without 
residue, since it is a simple sum of wages, rents, and profits 
actually paid. And it is to persons, although paid in respect of 
all productive capacities, material or personal, that are owned 
by persons. 

The cases in which the use of this generalised result is most 
necessary, are those in which money-values obscure in the par- 
ticular the nature of real values. Hence the use of the conception 
of the Dividend in solving the problems of ‘* Over-production ”’ ; 
of the meaning of Great Fortunes, and the national effects of 
concentration of wealth ; and of international comparisons of in- 
dustrial prosperity. 


II. 


We have now to ask the question, to what extent this general 
view of the distribution of the annual production of a nation 
enables us to regard the process as equitable. The basis of the 
economic theory, as we have seen, is that, in each of the particular 
instances which go to make the summarised result the rate of 
payment to each agent depends on marginal results. All services 
of a certain kind are paid at a rate which some of them are just 
efficient enough to deserve. If, however, some of these services 
can be distinguished from others at all this must mean that they 
are of different efficiency, and ought in fairness to be paid at a 
different rate. How, then, are we to justify the determination 
of wage-rates on the above basis? 

The suspicion with which some economists, and many popular 
writers, regard the “‘ way of margins’’ is based on a double use 
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of the word. In popular speech a marginal case is a limiting 
case; and this means that some one definite unit or group is 
marked off from others because it possesses some quality in a 
special degree. In this sense the least efficient man of any grade 
would be called marginal from the employer’s point of view, since 
no one with a less degree of skill would be worth employing in 
that grade; while from the Trade Union point of view the most 
efficient man in that grade would be regarded as marginal, since 
anyone with more skill wouid be classed at a higher standard 
rate. Or, again, in this popular sense of the word, the penulti- 
mate visit to the well of the pitcher in the proverb was its mar- 
ginal visit ; or legislation, and the rules of societies, which attach 
penalties to certain acts, are aimed at marginal cases—that is, at 
those persons who will break them if they possibly can. Thus 
there is a current use of ‘‘ marginal,’ according to which definite 
instances are in view, these being extreme instances; and, if this 
sense of the word were understood in economic science, it would 
appear unfair to determine wages and salaries on a ‘‘ marginal ”’ 
basis. The ‘‘ common rule’’ would not do if the rates were fixed 
at limiting positions. Yet, even within economic science, we 
do sometimes appear to meet this use of the word. Thus econom- 
ists may speak of the marginal acre of land, and be understood 
to mean a definite acre of low efficiency. Or they may designate 
as on the margin of employment those workmen who, being on 
the less regular staff of a firm, would be dismissed first during a 
depression. 

These last instances would be lapses from accuracy into the 
popular use of the word. The theory of the margin does not 
imply definite instances or units, separated by special degrees of 
some quality. What it does imply is that a certain scientific 
analysis has reached a point beyond which it cannot proceed 
without violating its assumptions. In the absence of special 
evidence to the contrary, it is an economic assumption that no 
employer will give more than he gets; if, therefore, in the 
analysis of wage-rates, we come to a point beyond which we 
should have to assume charity, we are entitled to call this the 
limit of the analysis. It is the rate which is thus determined ; 
no special workman fixes it, although the mental process of 
examining how it is fixed may require us to suppose the workmen 
employed and supervised one by one. We cannot decide upon 
fair wages by supposing all the workmen withdrawn, and finding 
the difference to the firm; therefore we must suppose a certain 
small number withdrawn, till a calculable difference is made in 
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the value of the output; this difference, reckoned at its net 
amount, is the wage that can be paid to that amount of labour. 
No definite workmen in the firm are withdrawn ; there is no mar- 
ginal man who fixes everyone else’s wages ; it is an analytical, not 
a real, margin that is implied. It is no answer to this to hold 
that wages are, in fact, determined by Trade Unions. A Trade 
Union might insist on any -wage it liked, but the amount of 
labour employed would decrease until, in view of the rise in 
price of the product of the firm, each man was just worth the 
wage. The theory of the ‘‘ marginal workman,’’ if understood 
to imply that wages are determined by the definite workmen of 
lowest efficiency, might evidently be quoted as scientific con- 
firmation of the view that all workmen are exploited. Perhaps 
therefore the following analogy, though not quite an exact one, 
may be useful. If I vote for a motion which is carried by one 
vote, there is a sense in which I may say that my vote decided 
the question, and was therefore the marginal or critical vote. 
But anyone else who voted with me may say the same about his 
vote. There is no definite marginal vote; but if we suppose the 
votes cast successively, and that I voted last, then my vote might 
be regarded as marginal. This is only an analytical method ; it is 
really the total number of votes on my side which determines the 
value of each. 

The marginal wage means, then, only the wage which 
employers are willing to pay, the number of workmen being what 
it is; and our question is as to our right to regard distribution on 
this basis as fair. Competition of masters will tend to equate 
wage-rates to the net value of a man’s work to his employer. 
Does this give an efficiency theory of wages? 

This theory would not be prejudiced even if every employer 
were to deny that he acted on it, since it is not necessary to the 
existence of an influence that all whom it affects should realise it. 
In the same way, a good cook may not know how to spell albu- 
minoid. But it is necessary to the standing of a theory that its 
assumptions shall correspond with real conditions; and in this 
case there are two such assumptions—the employment relation, 
and the supply of labour in bulk. In other words, the wage 
payable to a workman can, even theoretically, be made equal to 
his productivity provided that : (a) There is some supervision of 
his work, and more or less conscious estimate of its 
value, and that (b) this supervisor could estimate the 
effect, on the output of his business, of the withdrawal of 
a certain quantity of labour. In the case of workmen these two 
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conditions are satisfied, so that the correspondence of marginal 
wage-rates to efficiencies would seem to be made out. But there 
is this qualification, that we obtain from these assumptions wage- 
rates which measure the value of work done to certain employers 
and under a certain industrial system. A final judgment on the 
fairness of wages requires some consideration of the employers 
and of the organisation of industry. Only so far as these also 
are efficient do wages measure the social value of labour. Such 
questions are here suggested as—Is the wage-relation better than 
a co-partnership system or a co-operative work system? Is direct 
employment by the State more efficient than the whole competi- 
tive system of private trading? It is an entirely fallacious optim- 
ism to suppose that, because efficiency wages are paid under 
existing industrial conditions, therefore these conditions should 
not be changed. 

There is a further difficulty. The two conditions stated above 
do not apply to the salaries of managers or directors of firms. 
Managers are employed, but not in bulk, so that the method of 
partial diminution could only be applied to their hours of labour, 
and it may be doubted if this can even be supposed workable. 
Directors are not employed or supervised at all; no one con- 
sciously measures the efficiency of firm against firm as the 
manager measures man against man. The whole theoretical 
machinery of wage-determination seems to break down for the 
higher forms of wages. And if we cannot prove the efficiency 
theory for managers, it breaks down for the men they manage. 

The answer has been made that we can prove the theory 
generally by supposing that there is continuity between lower and 
higher forms of work. If the wages of skilled men are on an 
efficiency basis, and the most skilled men can rise to be managers, 
there will be real competition between managing and manual 
labour, so that the wages of the former will differ from those of 
the latter just by the difference of efficiency. There appears to 
be a circle in this reasoning. Workmen’s wages are not proved 
to measure efficiency unless we know that the managers are 
efficient ; the proof of the efficiency wage of the managers cannot 
therefore be derived by continuity from existing manual wage- 
rates. 

Finally, the efficiency theory applies only to the earnings of 
work. But though capital produces it does not acquire, and a 
large part of the income of certain persons is paid in respect of 
the earnings of capital owned by them. It is not the result of 
economic theory, even so far as that is an efficiency theory, that 
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incomes are on a basis of personal efficiencies. And as a great, if 
not the greater, part of Socialist contention rages round the hold- 
ing of property and the incomes derived thereby, it is plain that 
too great claims should not be made for the efficiency theory of 
earnings as a reply. 


~ ee 


We have now to face a further difficulty connected with the 
method of marginal values. It is held that all economic trans- 
actions show surpluses, to both producers and consumers. ‘The 
consumer pays for an article less than he would have been willing 
to give rather than go without it; the producer always finds some 
parts of his capital working at greater advantage than other 
parts, though the return to both is fixed by the same market 
price. But if the notion of a margin implies that of a surplus 
on all purchases or investments that are above the margin, will 
there not remain, after the whole National Dividend is distri- 
buted on a marginal basis, the sum of these surpluses as a 
remainder? How can we say that the Dividend, if divided on 
the marginal principle, is divided without residue ? 

This is a very natural difficulty. It is not met by the reply 
that there are always national savings. These savings have been 
allowed for in the distribution, and imply only that some of the 
divided goods are of the nature of durable machinery, not of the 
nature of directly consumable articles. 

The general answer to this difficulty is, that the surpluses 
or savings so realised on certain goods reappear as the outlay on 
other goods. What the producer saves is re-invested, and with 
his savings the consumer buys these further products. It is clear 
that, if a man spends his whole income, he has not paid less for 
goods in general than he could have been made to pay ; his surplus 
is due to the fact that at one level of prices he obtains more goods 
than at another. And the lower level of prices means, from the 
side of supply, that there are more goods in the total stock. 

Surpluses do not therefore trouble us in the whole National 
Dividend, which is distributed without residue, and yet on a 
marginal basis. But this difficulty itself—which I have found 
frequent among students—calls for great care in the exposition 
of the theory of consumers’ surplus. The reply is more easily 
made on general grounds than by reference to the consumers’ 
demand for individual articles. The latter would require us to 
suppose that goods could be arranged, or grouped, in order of 
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desirability to the consumer, so that the surplus on necessaries 
was spent on luxuries, and so forth. It is truer to the facts to 
say that there is a constant interaction between the demands of 
an individual for different quantities of each of a number of goods, 
so that surpluses and outlays are inextricably and simultaneously 
involved in each other. Only thus can we maintain that each 
demand curve represents an effective demand and a real surplus, 
and that, at the same time, the surplus on each commodity is 
actively employed elsewhere. 

A further objection may be made to the theory of producers’ 
surplus, on the ground that it implies a tendency of profits to 
inequality. For, since profits on the marginal investments must 
be normal, it follows, if there are intra-marginal investments, 
that on the total outlay profits are always more than normal. 
This objection is met, in the case of free capital, by the cost of 
shares in businesses according to the rate of their profits ; and, as 
no one would buy shares at a premium who could invest capital on 
his own account, it is implied that such investment could not be 
made at once, and that therefore the variable surplus gains on 
capital already invested can properly be regarded as of the nature 
of rents. 
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APPRECIATIONS OF MATHEMATICAL THEORIES 
(continued) * 


IIT. Att that precedes may be regarded as merely preliminary 
to the beautiful mathematical construction on which Mr. Bicker- 
dike mainly rests his theory. In building up this edifice of science 
he employs certain unessential simplifications, which may be 
regarded as a sort of scaffolding. I shall first describe, then con- 
template in use, then remove, three pieces of this subsidiary 
apparatus. 

First (a) it is supposed that the demand-curve and the supply- 
curves employed are of the simple kind which Dr. Marshall 
has defined as curves of constant elasticity.2 Perhaps the 
relevance of the concept “‘ elasticity ’’’ to the present investiga- 
tion may be made clearer to readers of the classical school by 
observing that the distinction between elasticity of demand 
greater or less than unity * corresponds to the distinction between 


1 See the preceding number of the Economic JOURNAL. 

2 Bickerdike, Economic JournaL, 1897, p. 101; Marshall, Principles of 
Economics, Mathematical Note iii. 

3 See J. S. Mill, Pol. Hcon., Book III., ch: xviii. § 5; and above, p. 395. If the 
‘linen’? which the home country imports is denoted by a,, the cloth which she 
exports by a, it may be shown that the home country belongs to Class E or I 


d ee : 
according as 5 is positive or negative ; where a, and a, are connected by a Supply- 
a. 


and-Demand curve of the kind proposed by Marshall for the “pure theory of 
foreign trade” (See Pantaleoni, Principit di Economia Pura, or the English 
translation thereof, for an authorised version of Marshall’s doctrine). The equation 
to this curve may be written a,/;(a,)=a,/,(a,.); if with Mr. Bickerdike we put 
y=f,(x) for the equation of the home country’s demand for imports, and y= F',(a,) 
for her supply of exports, y denoting price in a money which (as postulated in our 
text) is peculiar to the country. Accordingly 
day _ fil):+ayhia)_ 
da, — -Byaq) + ag" s(a9) 
(by the usual rule for the differentiation of an implicit function) 
_ fila)(1—1 ea) _ 
= 'Fe(aq)(1—1/e,) 
in the (slightly varied) notation of Mr. Bickerdike, who (after Marshall, Principles of 
Economics, Mathematical Note iii), puts for eg, the measure or cvefficient of elasticity 
of demand, the negative of the (negative) increment of commodity corresponding to a 
(positive) increment-of price, and (without, I think, Marshall’s authority) extends 
this notation to elasticity of supply. Thus (—e,), e, being the negative of the 
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Mill’s first and third varieties of demand—the E and I of our 
first section. This distinction persists, though the levels of price, 
according to the usual conception of international trade, may 
alter. 

(b) A second simplification is effected by imagining each 
country to use a money peculiar to itself. This money, as I 
understand, may be conceived as of the kind which Ricardo 
usually presupposes, the kind of which he says, ‘‘ I shall suppose 
it to be invariable.’’! We might imagine the national money 
in Mr. Bickerdike’s system to be an inconvertible (or at least 
unexportable) currency, regulated, as some theorists have pro- 
posed, so that its value should remain constant. Constancy of 
value might be secured by one of the methods of measuring the 
value of money which I have elsewhere described, preferably the 
one called Ricardo’s Method, or the Labour Standard.? 

(c) It is further postulated that supply and demand on the 
part of the community are related in the simplest possible 
manner to the supply and demand on the part of the individuals 
which make up the community; the collective demand (at any 
assigned price) being the sum of the demands of the individuals 
(at that price) ; and likewise the community’s supply (at a price) 
being the sum of the amounts supplied by the individuals (at 
that price). I propose to define this class of curve as primary ;% 
taking between primary and secondary the distinction drawn by 
Mr. Cunynghame between the simpler and the more complicated 
curves which he has described in a well-known article.4 I assume 


increment of supply corresponding to an increment of price, is positive, the third of 
the postulates in the text being granted. Also f,(a,) and F’,(a,), denoting prices, are 
essentially positive. Therefore ms is positive or negative according as 1/eg is less 
or greater than unity. Therefore the home country belongs to Class E or I according 
as ¢gis greater or less than unity. 

1 Principles, ch. i. § 6. 

2 Report of the British Association for 1889, p. 436. 

3’ Asin my Theory of International Values, Economic Journat, Vol. IV. 

4 See Economic Journal, Vol. II. p. 35, and for my interpretation of Mr. Cunyng- 
hame’s distinctions, Vol. XV. p.63. As I understand, the two kinds of relation between 
price (y) and quantity of commodity supplied (2) may be symbolised by one form 
y= W(x, x); where x is treated as constant when the curve is primary, is identified 
with 2 when the curve is secondary ; the dependence of y upon x corresponding to 
the ‘‘ external economies” varying with the scale of production, or more generally to 
the influence which the action of all has on the “ dispositions and disponsibilities ” 
(in M. de Foville’s apt phrase) of each. Demand.curves may be similarly divided. 
For example, y=2+1- 3x represents primary supply-curves inclined positively at 
an angle of 45°, a secondary supply-curve inclined negatively to the abscissa at an 
angle of about 26°34’. Likewise y+2=2—x) represents primary curves inclined 
negatively at an angle of 45°, a secondary demand curve inclined negatively to 
the abscissa at an angle of about 62° 26’, 
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that primary demand-curves are always inclined negatively, and 
primary supply-curves positively, to the abscissa. 

With the aid of these three postulates, by a chaste use of 
mathematical reasoning, Mr. Bickerdike establishes his two 
propositions. Obtaining an expression for the rate at which 
advantage increases with the increase of a small tax, he infers 
the first proposition from the sign of that expression, and the 
second proposition from its magnitude.1. ‘‘ The formula shows 
only the tendency of a very small tax,’’ as he observes. But 
we may extend the reasoning from a very small, to a small tax— 
from an infinitesimal, to a small finite change in the independent 
variable—by a procedure which Cournot has largely employed 
in investigating the effects of taxation.2, Begin with a very small 
tax levied by the home Government from buyers of foreign 
commodities. If every buyer has to contribute to his Govern- 
ment so much on each purchase, his effective demand will be 
altered much as the demand of a customer for goods sold at a 
shop might be altered, if, instead of having the goods delivered 
gratis at his house as heretofore, he had to pay for their carriage. 
In short, the demand-curve of the home country—the curve which 
represents the amount of foreign commodity which the home 
country will take at each price (in the money of that country)— 
has been disturbed and subjected to a slight variation. There 
results a new system with a new position of equilibrium. 
Operating on the new system, let us de novo impose a new small 
tax. And soon. The inferences which were primarily true only 
of a single step, may now be extended to a whole flight of stairs. 
We may suppose the stairs to be in a vertical plane; the hori- 
zontal length of each step depends on the increment to the tax, 
and the increment of height corresponding to an increment of 
length represents an increment of advantage. The steepness of 
the stairs will in general diminish as we advance, until a point of 
maximum elevation is reached.? In accordance with the theory 
we perceive (1) that the stairs will be in general of finite length 
(measured horizontally from the starting point to the position 
of maximum elevation) ; (2) that if the construction be altered by 
an increase of the elasticity of the home demand, ceteris paribus, 
the first step of the new stairs will be higher than the first step 
of the old stairs,* the second step of the new higher than the 





1 Kconomic JOURNAL, Vol. XVII., p. 100. 

2 Principes Mathematiques, Art. 32. 

% Compare the illustration given at p. 400, above. 

4 The curve of supply and that of demand on the part of the foreigners and the 
curve of supply for the home country are not disturbed; and accordingly their 
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second step of the old, and so on; the comparison, in favour of 
the new system, being facilitated by the interesting circumstance 
pointed out by Mr. Bickerdike, that there are, so to speak, the 
same number of steps in each of the flights of stairs, that the 
position of the maximum elevation remains constant. 

The safety of these steps is secured by the condition that the 
equilibrium of the trade with which we are concerned is stable. 
The case of failure excepted by Mr. Bickerdike as ‘‘ peculiar and 
unlikely ’’! is rendered practically impossible by that condition. 
For it secures that the denominator of the expression for the rate 
at which advantage (to the home country) increases with the 
increase of the duty, is always positive.2 (The numerator of the 
expression is positive by the third postulate.) 
coefficients of elasticity remain constant. The curve of demand for the home 
country is indeed disturbed; but it appears from Mr. Bickerdike’s equation 
(Economic JouRNAL, 1907, p. 100) that at the point defined by the new amount of 
imports, say a’,, the elasticity of the disturbed curve is the same as the elasticity of 
the old curve at the point defined by the co-ordinate a’}. But the elasticity of the old 
curve at that point is the same as at all other points, viz. the constant eg. Thus 

du 
the whole expression for dr 8iven by Mr. 3ickerdike remains constant. 


1 Referred to above, p. 392. 
* In order that the equilibrium of trade should be stable there must be fulfilled 
by the Marshall curves, at their point of intersection, a certain condition 
(Pantaleoni, Pure Economics, p. 207) ; which may be thus stated. If the abscissa re- 
present exports from the home country (a,) the ordinate imports into the same country 
(a,), then the tangent of the angle which is made with the abscissa by a tangent to 
that country’s Supply-and-Demand at the point of intersection, say the slope of the 
curve at that point, must be greater in absolute magnitude than the slope of the 
foreign country’s Demand-and-Supply curve at the same point ; whenever the two 
slopes are either both positive or both negative. Now for the home country the 
slope is 
Fyfa,)\(1 -1/e,) 
fi(a)(1 - Lea) 

as follows from Note 3 to p. 541, And the slope for the foreign country is 
f,{a,)(1—1/n ) 


F(a, )(1— 1/n,) 
by parity of reasoning, in Mr. Bickerdike’s notation. 
We have therefore, if the slopes are either both positive or both negative, 


F'(a,)(1—1 eg) /fo(a;)(1 1/n,) 
>1 


f,(a,)1—l/ea)  F\(a,)(1- 1/n_) 
Now by Mr. Bickerdike’s equation (1) (loc. cit.) we have (his ‘‘r” being 


initially =1) 
F(a) f(a) 


fila) (a) 
therefore (1~-1/e,)(1—1/no) -(1~1/ea)(1—1/n,) the denominator of the expression 
for ” is positive. 
dr 


For the case in which the two Supply-and-Demand curves are not both positively 
or both negatively inclined to the axis, this reasoning is no longer available, But 
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The theory may be extended, as Mr. Bickerdike intimates, 
to duties upon exports; which form what may be called the 


ce 


external case’’ of the theory. I follow Mr. Bickerdike in 
leaving this case to be worked out by the reader. Nor do I enter 
into the varieties which are presented by the partial taxation of 
particular imports or exports. For the purpose of this Apprecia- 
tion it is allowable to lump together the imports, and likewise 
the exports, under one head, like Mill’s *‘ cloth’’ and “ linen.’’? 

Some parts of the theory may be enunciated with reference 
to the premiss by which each is principally supported. 

(a) Mr. Bickerdike’s first assumption affords an easy method 
of forming a judgment as to the magnitude of a tax which may 
be consistent with advantage to the taxing country. After the 
experiments which we have performed above with laws of demand 
taken at random, we shall not be surprised at Mr. Bickerdike’s 
result :—‘‘ Rather strong assumptions have to be made as to the 
elasticity of foreign supply and demand if the rate of the tax 
affording maximum advantage is to come below 10 per cent.” * 

(b) Mr. Bickerdike’s second device—a national money of con- 
stant value—is no less serviceable. It is free from the dangers 
to which the use of money in the theory of international trade 
is liable; while it is not open to the objections which Cournot 
and others have brought against the classical conception of barter 
without the use of money. It avoids also a certain danger 
attending in the conception of barter which, in the light of Mr. 
Bickerdike’s theory, has become visible. When demand and 
supply are expressed in terms of the commodities exchanged 
(abstraction being made of money), there is a difficulty in repre- 
senting a money tax on imports in the case of inelastic demand.* 


it is no longer required. For the case can only occur when one of the coefficients 
of elasticity is greater than unity and the other less. And in that case the 
second term of the denominator to which a negative sign is prefixed is negative. 
Accordingly: the denominator is the sum of two parts, both of which are positive. 

1 Cf. Bickerdike, Economic Journat, Vol. XVII. pp. 100, 101. 

2 Economic JournaL, Vol. XVII. p. 101. 

3 The difficulty may be cleared up as follows. When an import duty 
of p per cent. ad valorem is imposed by the home country the Supply-and- 
Demand curve (above, note 3 to p, 541) beccmes transformed to Mr. Bickerdike’s 
equation (1) ra,f\(a,)=a,F',(a.), where r=100/(100+p). To exhibit the position 
of the new curve in relation to the old one let us suppose OF in Fig. 2 (a repro- 
duction of Mr. Bickerdike’s first figure) to be the undisturbed Supply-and-Demand 
curve for the home country ; and let us consider with reference to any assigned value 
of the ordinate o,, any point on the perpendicular passing through O, what is the 
abscissa, the new value of a, as compared with what the abscissa would have been if 
the curve OE had not been disturbed by the import duty. Let a, be the old abscissa, 
a,+Aa, the new abscissa (corresponding to the assigned value of a). Then to 
determine Aa, we have, putting (1—r) for (the proper fraction) 7, 
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I must confess to have fallen into the trap which is here, and 
to have made statements about a tax on imports which are only 
true of a tax in kind, not in money.! 

The use of a peculiar money allows us, with more security 
than in the preliminary stage,? to employ the curves proper to 
domestic trade for the purpose of exhibiting the loss of surplus 
advantage consequent upon a customs duty. We have only to 
imagine that in Fig. 1 DD’ now represents the demand-curve 
for imports from abroad in terms of the national money; while 


‘ 
‘ 
‘ 
4 











0 


Fia. 2. 


SS’ represents the supply of such imports by the foreigner at 
prices reckoned in the same money, that of the home country. 


(1 —7)a,f,(a,) = (ag + Aag)F'(ay+ Aag); (1-7) a, f(a.) = ag Fy(ay) + Aag(Fyag) + ag F”o(ay)) ; 
| — 7ayf,(a,)= Aa F{ay)(1 — 1/e,) 

Now e, is positive (by the third postulate). So is T. Accordingly Aa, is negative ; 
the new curve is swung to the left of the old one, the change in OZ being, as Mr, 
Bickerdike has pointed out, of the kind represented in Fig. 3 of my article on 
International Values, Economic Journat, Vol. VI. p. 480. The foreigners’ 
Demand-and-Supply curve remaining unchanged, we may reason with Mr. 
Bickerdike (Economic Journat, Vol. XVI. p. 532) that the new position of 
equilibrium, say Q, is one of increased advantage to the home country. 

' See Bickerdike, Economic JouRNAL, Vol. XVI. p. 532, referring to my vol. iv. 
p. 432. I had recognised that a distinction which I had drawn between export and 
import taxes was not applicable to taxes in money, only to customs duties in kind 
—not a very important reservation, I admit. (See Economic Journan, VII. p. 53, 
and p. 230, Note 3.) 

? See above, p. 402, 
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When the duty is of the kind supposed, the national currency is 
appreciated with respect to the international money ; and accord- 
ingly the foreign supply is raised, the curve SS’ being thrust 
down. In the limiting case above supposed, where SS’ was 
originally a right line, it will be lowered in such wise that the 
whole tax will accrue to the Treasury, without any loss of 
Consumers’ Surplus. In general the preliminary argument 
becomes a fortiori through the change of price-level. 


Fig. 3 
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(c) The third postulate allows us to evaluate the advantage 
obtained by the home country. For this purpose I shall employ 
another construction, that of Auspitz and Lieben, which, as 
already suggested,! may offer some advantages. It will be re- 
membered that they employ even in domestic trade a construction 
like that which Dr. Marshall invented for foreign trade. But 
in their construction the ordinate represents, not an amount of 
commodity, but an amount of money given in exchange for a 
commodity, which may at first be supposed to be altogether 
produced at home. ‘Thus, in Fig. 3, AP represents the quantity 
of money offered for OA, a quantity of commodity, at the price 
represented by the (tangent of) the angle POA, OPE being the 


1 Economic Journat, Vol. XVII. p. 226. 
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demand-curve. likewise the dispositions of sellers are repre- 
sented by the supply-curve OPG. If through the point 
O is drawn the (collective) indifference-curve (to use my 
own terminology), OT pertaining to the buyers, the ver- 
tical distance between the demand-curve and the indifference- 
curve measures the Consumers’ Surplus, the collective total utility 
incident to purchasing at a certain price. Thus for the price 
(tan) POA, PT is that total utility. Likewise the vertical 
distance between the supply-curve and the corresponding 
indifference-curve represents the gain of the sellers, e.g., Pt. 
The total advantage to the community (Consumers’ + Producers’ 
Surplus) is Tt. The last proposition remains true even if we 
suppose that the indifference-curve pertaining to buyers does 
not pass through O, but through a point at a vertical distance 
from O,' with a like supposition as to the curve pertaining to 
sellers. 

When a tax is imposed on the commodity the effect is to 
diminish Consumers’ Surplus from TP to T’Q, that is (since TT’, 
the tangent at the point 7’, is parallel to the line OP) by an 
amount QR, which is less than the yield of the tax QP’, and 
than the foreigner’s contributions to the yield P’ R.? 

So far with respect to a domestic commodity. We have next 
to suppose the curve OPE to represent the Demand-curve of the 
home country for imports from abroad; OPG the foreigners’ 
supply of those commodities (at prices reckoned in national 
money). We are now not concerned with the surplus advantage 
accruing to the foreign sellers. In estimating the advantage 
which the home country obtains from the trade, we must take 
into account not only the gain of the consumers, but also the 
loss of the home producers. It will be found that this collective 
utility is represented by a new curve OT’, which has the same 
relation to the new OPE as the old OT had to the old, namely, 
that if a straight line in any direction through O meets the 
demand-curve at a point P, and a perpendicular through P cuts 
the indifference-curve O in T, the tangent to that curve at T is 
parallel to the line OP. Auspitz and Lieben establish this exten- 
sion of their construction through the appropriate conception of 
a certain amount of commodity distributed gratis among the 
consumers and producers of the home country in accordance with 


1 As sometimes supposed by Auspitz and Lieben ; whose terminology I do not 
follow literally. 

2 In this reasoning it is taken for granted that the vertical distance between 7’ 
and the curve OT may be neglected in comparison with QR and RP’; in virtue of 
the general principle enounced in the last section, above, p. 400. 
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the laws of final utility—a conception pertinent to scientific 
Socialism.? 

So far as to imports abstracted from their concomitant 
exports. To represent the interest of the home country in the 
amount of exports, let OG now represent the home-country’s 
supply of exports. By a parity of reasoning we may show that 
Tt now represents the net gain in the way of exportation. 

The two together are equivalent to the sum-total which Mr. 
Bickerdike defines as the net advantage of trade.? 

Having now shown the use of the scaffolding, I shall proceed 
to remove it bit by bit. 

(a) First it may be remarked that the assumption of constant 
elasticity is not essential to Mr. Bickerdike’s conclusions. The 
initial rate at which advantage is increasing with a small tax has 
the same expression, whether the elasticities be considered as 
constant or not. The argument by way of steps holds good 
provided that, as before, in the two compared flights of steps 
(corresponding to different degrees in the elasticity of demand 
on the part of the home country for the imported goods), each 
step of the one is higher than the corresponding step of the 
other. Even the expression for “the maximum advantage 
rate ’’ in terms (only) of the elasticities of foreign demand and 


1 We may also reason thus. Let y be the ordinate of the curve (not shown in 
the figure) which represents the total demand of the home country for the 
commodity whether home-made or imported. This curve lies outside OPH 
(which now represents the demand of the country for imports of the commodity); a 
vector drawn through O, making an angle @ (<90°) with the abscissa, meets the 
total demand-curve in a point, say M (not shown in the figure), such that the 
distance of 1 from O along the vector is greater than the distance of P, the point 
where the vector meets the demand-curve for imports, For ON=OP+ Or, where 
m is the point at which the vector meets the home country’s supply-curve of the 
commodity (not shown in the figure, OPG is now the foreigner’s supply-curve). Let 
(x, y) be the coordinates of M1, (a, y,) of P, (q, Ya) of w. Then (forevery value of @) 
Ax, tan @=Az tan 0- Ax, tan 6. Now Az tan @ is the pecuniary measure of the 
marginal utility to the consumers in the home country of an increment of the 
commodity ; Aw, tan @ is the loss to the home producers consequent upon the 
decrement of production Az,. Accordingly, Ax, tan @ represents the net gain to 


e : : z \ 
the home country of an increment of importation Az, But tan ¢=%, where NY 
x 


1 
is that function of 2, which forms the equation of the curve OPE. The curve O7' 
obtained by integrating i Az, now measures by its vertical distance from a point 
Zz 


1 
on OPE the net utility resulting from a certain amount of importation, in the 
same way as it before measured the consumers’ surplus for a certain amount of 
home production. 

2 The expression for u, Economic JouRNAL, Vol. XVII. p. 100. 
3 A condition which does not now admit of so neat a symbolic statement as 
before. 
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supply still subsists.! But when these elasticities are not con- 
stant, the formula cannot be used for purposes of verification as 
before. The formula in its generality may be employed to show 
that the home Government, by means of a customs duty, may 
exercise a power of monopoly, and screw up the terms of inter- 
national trade to the very point which the home country, acting 
as a Combination, would fix. 

(b) When we abandon the supposition of a money peculiar to 
each country, we must base the theory of foreign trade on a more 
abstract conception, such as the “‘ unit of productive power,”’ 
which Professor Bastable has found it necessary to introduce,” or 
the “unit of work” which I have employed.’ For, I think with 
the classical writers, it is not in general safe to ignore the change 
in the level of gold prices within the home country consequent 
upon a variation in the terms of international trade. How, 
except by means of a change in the price-level, can we explain the 


1 To determine the rate of the tax which affords the greatest advantage to the 
home country, we have the condition that the disturbed Supply-and-Demand curve 
for the home country should intersect the (undisturbed) curve for the foreign 
country, viz., OG (Fig. 2) in a point Q which represents a state of trade of maximum 
advantage to the home country. In order that this condition should be fulfilled 
the tangent to OG at Q ought to coincide with the indifference curve pertaining to 
the home country which passes through Q. (See Mathematical Psychics, p. 116.) 
Now the (differential) equation to an indifference curve, relating to the home 
country, is 

da, _ F(a) 
da, f\(%) ; 
The expression on the right denotes the slope, at the point (a,, a,), of an indifference 
curve passing through that point. Also the slope of the foreigners’ Demand-and- 
Supply curve at the point (a, a,) is 
folaa)(1— 1/ng) 
F(a,)(1 - 1/no) 
Equating the two expressions for the slope and employing Mr. Bickerdike’s 
equation (1) we have 
i- 1/ng 
1-1/no ; 
which is Mr, Bickerdike’s result extended to the general case of variable elasticities. 

Considering Fig. 2 to represent a market in the general sense of the term we see 
that if the dealers on the one side of the market for which the Supply-and-Demand 
curve is OH were to act as a Combination, the terms which they would force on 
their customers competing against each other are represented by the point @ in the 
curve OG ; discrimination between customers being forbidden (Mathematical Psychics, 
loc. cit., and p. 116). The point thus defined is coincident, I think, with the ‘‘ maxi- 
mum utility point” investigated by Prof. Pigou in the Appendix A to his Methods 
of Industrial Peace. The analogy between monopoly and the action of a tariff 
is exhibited by Auspitz and Lieben. (Theorie der Preise), §. 

2 International Trade, ch. ii. p. 28 (ed. 4). 

3 « Theory of International Values,” Economic JouRNAL, Vol. IV. p. 441 and 
p. 631. 
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benefit which a country whose exports are in great demand in 
foreign countries can obtain by imposing a duty on commodities 
imported from those countries.!_ To determine, or at least define, 
the ‘‘unit’’ supposed to be constant while the level of gold 
prices is altered, we may have recourse to the principle of the 
Labour Standard already referred to as the regulator of the 
money imagined by Mr. Bickerdike. Of that money, as com- 
pared with this ideal standard, we may say what Adam Smith 
says of ‘‘a particular commodity ’’ compared with ‘‘ a quantity 
of labour ’’: “‘ The one is a plain, palpable object; the other an 
abstract notion, which, though it can be made sufficiently in- 
telligible, is not altogether so natural and obvious.”’ 

(c) The last limitation to be removed is the postulate to which 
Professor Pigou has objected, that ‘‘ a supply-curve can be treated 
as a particular expenses curve,” ? together with a corresponding 
assumption on the side of demand. ‘‘ This is not legitimate in 
general,’’ as Professor Pigou observes, ‘‘ but it may be in special 
cases.’’ I submit that this is one of the cases in which the 
assumption may be safely employed. 

First, the postulate in question is ‘‘the least arbitrary 
assumption in the absence of special knowledge,’ a ‘‘ neutral 
condition’ * between two conditions of which neither is known 
to prevail. These outlying conditions are described, with special 
reference to supply, as ‘‘ Co-operative’’ and ‘‘ Anti-co-opera- 
tive,’’ conditions correlated to, but not coincident with, In- 
creasing and Decreasing returns as usually understood. I accept 
this presumption, based, as I understand, on the principle of 
what I have called @ priori, or unverified Probability. The pre- 

1 The case of the ‘‘Guernsey’’ supposed above, p. 396. But in order that a 
change of price level should occur and have to be taken into account, it is not 
necessary that the home country should be very small (in relation to the foreign 
country) ; it is sufficient that it should not be large. Of course the amount of trade 
affected by the tax must be considerable in order to produce a sensible result on 
general prices in a measurable time. 

2 Economic JournnatL, Vol. XVII. p. 290. 


3 If as above, the supply-curve is designated by the equation y=y (x, x), the 
pital . . . , dy\ . : 
conditions are co-operative or anti-co-operative, according as zx) 8 negative 

x 
or positive. Like distinctions apply to the demand-curve y= ¢(2, x). 


It may be observed that (5t)—the partial differential with respect to x only— 
xe 


is always positive, (2) always negative ; dv the complete differential when 
e oc 


x=x—and likewise ?, may be either negative or positive, but = cannot (in 


stable equilibrium) be positive while Ps is negative. 
x 


4 Ante, Vol. XVII, p. 227. 
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sumption is confirmed by an appeal to authority evidencing that 
the assumption has worked well. Mr. Bickerdike claims the 
authority of Professor Pigou! on the ground of his admission 
respecting Consumers’ Surplus, to which I have already adverted. 
I may add that in his mathematical reasoning about Arbitra- 
tion,” Professor Pigou explicitly abstracts complications of the 
kind here called ‘‘ secondary.’’ A similar abstraction has been 
unconsciously practised with good effect by other authorities. 
Many a humble votary of pure science has been edified by the 
truth as it is in Jevons, without having so much as heard whether 
there be a superadded complication. 

Moreover, the effect in question, the taxation of the foreigner, 
is not inconsistent with the secondary conditions of supply and 
demand. It depends on a certain coefficient, of which the value 
is probably favourable to the effect. For the purpose of this 
interior line of defence, we may employ once more the construc- 
tion which has been adopted from Auspitz and Lieben. In Fig. 3 
let the curve O now represent a Demand-curve of the secondary 
type, with respect to a commodity which at first may be supposed 
to be wholly imported, not capable of being produced at home. 
The secondary curve might be of a kind which, unlike OT in the 
figure, is convex with respect to the abscissa in places (for certain 
portions of the curve).2 Now, from this new (secondary) 
Demand-curve OP construct a new OT, which may be called a 
secondary curve of Total Utility, by the same formula as that 
whereby the old OT was constructed from the old OH.* As in 
the case of primary curves, we may reason that if by an import 
tax the terms of international exchange are shifted from P to P’, 
the vertical distance of P’ from the so-called Total-Utility curve 
is greater than that of P. But it is no longer given that the 
increase in that vertical distance measures the increase in the 
advantage accruing to the home country. For corresponding to 
Az, a small increment of exports, the increment of utility 
is not AY, formed from the given secondary Demand- 
curve, y, but an increment, say AH, formed by the same formula 
from the primary Demand-curve, 7,° which by hypothesis passes 


1 Economic Journat, Vol. XVII. p. 585. 
2 Methods of Industrial Peace. 
3 So may the supply-curve (from abroad) be concave, but the two exceptional 
conditions cannot coexist. 
4 That is, if Y is the ordinate of the total utility-curve, and y that of the demand- 
y 


curve, & af. 


5 Tis not now coincident with 7, the point which by its vertical distance above 
P measures the total sum that the consumers could be induced to give rather 
than forego altogether the use of the commodity. 
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through P. Now, if AH is equal to AY, the same conclusion is 
obtained as before. If AH is less than AY—the subtraction 
of surplus consequent on the diminution of X being less than in 
the first case—the conclusion becomes a fortior.. If AH is 
greater than AY, the advantage obtained by the home country 
is indeed less than on the original supposition, but it is still 
positive, up to some value of the ratio AH : AY, which in 
general exceeds unity by an amount that is not infinitesimal. 
Therefore, on the principle of @ priori probability, we may pre- 
sume that the ratio AH : AY is probably favourable to the fulfil- 
ment of the theory. 

The presumption may be extended to the general case in which 
the commodity imported can also be produced at home. It may 
be extended also to estimate the loss to the home country conse- 
quent on the reduction of exportation; or, if it appear too bold 
a use of the @ priori method fo apply it to a strong case of 
Increasing Returns, at least the method may be applied to the 
milder case of secondary Supply-curve in which the outward 
form at least of a primary curve such as OP@ is still 
retained. 

Altogether there seems to be a considerable probability that 
the third postulate may be taken for granted; and accordingly 
that the theory holds good. 





Such being the proof of the theory, what is its application? 
May we not answer in the words employed by Hume with refer- 
ence to his theory of Interest? ‘‘ Besides that the speculation 
is curious, it may frequently be of use in the conduct of public 
affairs. At least, it must be owned that nothing can be of more 
use than to improve by practice the method of reasoning on these 
subjects, which of all others are the most important, though they 
are commonly treated in the loosest and most careless manner.”’ 
It is the latter sort of advantage—light rather than fruit—which 
I principally expect from Mr. Bickerdike’s speculations. He has 
improved by practice a method of reasoning which may be 
brought to bear on other questions of more direct practical 
importance. 

The direct ‘‘ use in the conduct of public affairs,’ to which 
the theory is applicable, is *‘ making foreign countries contribute 
something to its [the home country’s] revenue,” in Mill’s phrase, 
and more generally to its Real Income, in excess of the gain which 
it would enjoy under a free trade. The feasibility of such projects 
is considered by Dr. Marshall in his judicial observations 
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respecting an Export Duty on Coal.! His careful statement of 
the pros and contras, alike in the case of export and import duties, 
dispenses me from the necessity of treating the subject generally. 
I need dwell only on those considerations which are special to Mr. 
Bickerdike’s particular scheme for taxing the foreigner. 

Mr. Bickerdike’s plan has the advantage of dispensing with a 
detailed inquiry into the conditions of demand and supply. It 
really looks as if it were sufficient for his purpose that the 
relevant elasticities of demand and supply should not be of an 
extreme character—extremely small for the home country or 
extremely great for the foreigner; that there should be nothing 
peculiar and exceptional in the conditions of the trade. A datum 
of this sort, the ascertainment of which cannot be considered 
chimerical, seems, in the light of Mr. Bickerdike’s theory and 
experiments, to justify the imposition of a small customs duties, 
say from 24 to 5 per cent., on a great number of articles. The 
objection that industry is thereby directed into less advantageous 
channels is not admissible; for by the theory the disadvantage 
in the way of production is overbalanced by the gain accruing 
to the Treasury. Abstracting the practical difficulties to which 
we are coming, on the platform of pure theory the Free trader 
must abandon his hectoring tone with respect to the defence of a 
Protectionist tax on the ground that it is a little one.® 

It may be added that Protection, in losing its evil, would 
not lose its attractiveness. It could not be objected to this, 
as to many ingenious schemes hatched by students, that it could 
never be started. It would be only too easy to start this scheme. 

These considerable advantages are counterbalanced by weighty 
objections. At best, and even in the abstract, the theory is but 
probable. In the computation of the chances in its favour there 
is largely involved what I have called a priori, or unverified, 
probability. But it is yet to be seen how far such probabilities— 
though countenanced by their use in the treatment of physical 
observations—are available in the conduct of human affairs. It 
may be suggested that the evidence is good enough to afford a 
regulative idea for the adjustment of indispensable taxation, but 
not good enough to justify the imposition of taxes for the express 
purpose of putting the foreigner under contribution. The dis- 
tinction might be illustrated by a comparison with the principle 
of equal (or least) sacrifice, which is generally considered good 
enough to regulate the distribution of indispensable taxation, 


1 In a letter to the Times published April 22, 1901; reprinted in the Economic 


JournaL, Vol. XI. p. 265. 
2 The tone of Robert Lowe, for instance, in the speech referred to above, p. 397. 
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while only Socialists propose increasing taxation expressly for 
the purpose of carrying out that utilitarian principle. Upon this 
view Mr. Bickerdike’s theory might have that limited application 
which Professor Bastable allows to the presumption in favour of 
small taxes in general which I have based on the theory of small 
quantities! There are in practice much more important con- 
siderations ; still, the presumption is worth mentioning. 

Of course, the general presumption may be overridden by 
positive evidence that, with reference to any proposed customs 
duty, the contribution of the foreigner is likely to be smaller 
than the theory requires.2, There is some ground for believing 
that the conditions of British trade are particularly unfavourable 
for levying a contribution on foreigners. 

Among practical considerations particularly relevant to the 
scheme before us is the danger of retaliation. The novelty in 
the scheme, that it may be practised by a country which has no 
special advantages, nothing like a ‘‘ monopoly ’’ as producer or 
consumer, no doubt increases the home country’s power of 
hitting the foreigner. But it equally increases the power of the 
foreigner to hit back. Practised on the grounds peculiar to this 
theory, the scheme of taxing the foreigner is peculiarly open to 
Mill’s objection : ‘‘ it would be a means which it would seldom 
be advisable to adopt, being so easily counteracted by a precisely 
similar proceeding on the other side.”* The mathematical 
method shows rather more clearly than appears in Mill’s dis- 
cussion, that, short of the case in which ‘‘ the trade and its 
advantage would cease entirely,’* bilateral taxation would 
damage both parties. , 

Again, the system of many small taxes minimises, indeed, the 
loss incident to changes in the course of industry ; but it does not 
minimise the amount of trade-hampering constraint that taxation, 
high or low, involves. On the contrary, that sort of friction in 
proportion to the proceeds of taxation is likely to be greater the 
more numerous the taxes. 

Thus the direct use of the theory is likely to be small. But it 
is to be feared that its abuse will be considerable. It affords to 
unscrupulous advocates of vulgar Protection a peculiarly specious 
pretext for introducing the thin edge of the fiscal wedge. Mr. 
Bickerdike may be compared to a scientist who, by a new 


1 Public Finance, ed. 3, p. 353 referring to Economic JournaL, Vol. VII. 
p. 568. 

2 Cp. above, p.e402. 

3 J. S. Mill, Political Economy, book v., ch. iv. § 6, ante-penultimate paragraph, 
4 Loc. cit, penultimate paragraph, 
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analysis, has discovered that strychnine may be administered 
in small doses with prospect of advantage in one or two more 
cases than was previously known; the result of this discovery 
may be to render the drug more easily procurable by those whose 
intention, or at least whose practice, is not medicinal. It was 
thus that the ‘‘ drama of poison’’ perpetrated in the reign of 
Louis XIV. was initiated by one whose baleful receipt was 
obtained from Glaser, a chemist of eminence, the discoverer of 
a new substance.! Let us admire the skill of the analyst, but 
label the subject of his investigation POISON. 
F. Y. EDGEWORTH 


1-Funck-Brentano, Le Drame des Poisons. 



















<< 


















REVIEWS 


A Critical Examination of Socialism. By W. H. Mattock. 
(London: John Murray. Pp. xxiv+302. Price 6s.) 


It is as easy to criticise a socialism which exists only in 
programmes as to criticise an individualism which flourishes all 
around us. Assume completely altruistic men, in the one case, 
and completely economic men in the other, and place them in 
‘stationary states,” and the result is a grotesque caricature of 
human society as we know it. Stationary states are useful hypo- 
theses to get away from, but ghastly places to dwell in. Mr. 
Mallock urges, in another context, that life is not made up of 
isolated moments or periods. ‘‘ It is a continuous process, in 
which each moment is affected by the moments that have gone 
before and by the prospective character of the moments that are 
to come after ’’ (p. 133). There is no reason to believe that this 
will cease to be the case in any approximation to the socialist 
ideal. The more thoughtful socialists never expect their social- 
ism to arrive, but to be always arriving until its triumphs 
shall have begotten some other, and, they hope, some better 
social ideal. Nor do they, for a similar reason, share Mr. 
Mallock’s opinion that socialist principles have not modified the 
general productive process ‘‘in any particular whatsoever ’”’ 
(p. 4). Compulsory elementary education, for instance, has cer- 
tainly done this. Granting—what is disputable—that it has not 
cheapened an ocean liner, this is not the sole test of advancing 
civilisation. 

Mr. Mallock’s method is no better than that of the critics he 
assails, though he possesses more literary skill than many pro- 
pagandists, and can clothe his arguments in the impressive ter- 
minology of the logicians. His admirable fairness to his 
opponents makes his attack all the more plausible, and this volume 
will not only confirm the comfortable in their comfort, but will 
decide some who are not quite sure whether this is the best of all 
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possible industrial worlds. But the book irritates the student by 
its exaggerated assumptions, and depresses the moralist by its 
implied ideal of society. 

Over the familiar criticism of Marx we need not linger. 
What is characteristic of the book is its emphasis on the part 
played by directive ability in modern production. Ability is 
defined as the faculty which directs labour by means of its control 
of wage-capital. To ability must be attributed everything which 
would not be produced if its operation were hampered or sus- 
pended. Hence if we compare the wealth of to-day with that of 
primitive societies, or with, say, England before 1800, we shall 
see that the reward now received by labour is far in excess of 
what labour itself produces. This may be justified on moral 
grounds by the labourers, and on practical grounds by the direc- 
tors. There is a tacit bargain between the two classes. The 
multitude could support itself alone after a fashion, but has 
surrendered its autonomy, and for this acquiescence in the 
guidance of others it should be compensated. It is to the interest 
of the directors, on the other hand, to concede so much to the 
multitude as will ensure social stability. The amount of the 
produce so conceded must be sufficiently large to be appreciated 
by the many and sufficiently small to satisfy the ambi- 
tions of the able for themselves and for their families. This 
ideal equilibrium is what socialists are ever preventing by 
awakening in the crowd romantic wishes for the impossible. 
To mix one of Mr. Mallock’s metaphors, people are demanding 
electric light who should be satisfied with candles. The result 
will be to set fire to the bed-curtains! In other words, if the 
multitude is not careful, “directive ability” will sulk and turn 
itself into ‘‘mere labour.’’ This is what would happen if 
socialism were realised; what will happen, indeed, in propor- 
tion as the socialist goal is approached. Suppose socialism 
established, it would be faced with two insurmountable difficul- 
ties: first, it would have to discover the able men; and, secondly, 
it would have to induce them to exercise their exceptional powers. 
But the motive which moves the great directors is money-power, 
and this, under socialism, would have ceased to act. Hence the 
national dividend would shrivel up; the labourers would lapse, 
if not into nasty, mean, and brutish barbarism, at least into the 
‘“‘three acre and a cow””’ state. 

This, we believe, is not an unfair summary of the main argu- 
ment. Further chapters discuss the legitimacy of interest and 
attempts to equalise opportunity. 
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All economists, and most socialists to-day, will readily endorse 
much of what Mr. Mallock claims for the men of ability, and 
others, besides General Walker (who is referred to), have empha- 
sised the great importance of the organising function. But the 
deserts of the men of wealth (who apparently are synonymous 
with the men of ability) are exaggerated by omitting many minus 
quantities from the sum, @.g., the wealth due to the private 
ownership of natural resources, to tariffs and monopolies, and 
to accumulation by inheritance; the economic loss due to the 
piling up of armaments and the making of wars, which must 
be debited to the directors, for, by hypothesis, labourers can have 
no brains for such high exploits. Much of the “‘ability”’ 
engaged in these spheres is not so much that which “‘ directs 
the labour of others ’’ as that which, in the past, has manipulated 
law and public opinion to its own ends, and has thereby deeply 
influenced the amount and the distribution of the dividend.’ 
It is a further exaggeration to assume that private capitalism 
works ‘‘ with absolute accuracy’’; that the present system is 
always found at maximum efficiency ; and that the alternative to 
disallowing rights of inheritance is ‘‘ to be turned into the street, 
beggars’’ (pp. 71, 77, 244). The contrast between demand as 
democratic and supply as oligarchic is greatly forced (p. 143). If 
the labouring majority can never be free in their technical capa- 
city as producers, their freedom as consumers is also strictly 
limited. It is true they cannot aspire to preside over Lipton’s ; 
it is equally true that they cannot have yachts on the Clyde. 
They are about as ‘‘free’’ in the one case as in the other. 
Another relevant point overlooked is the fact that much of the 
capital controlled by the able is the accumulated savings of the 
mere labourers. Further, it is conceivable that a temporary 
diminution in the national dividend might permanently increase 
the sources of the dividend. As Dr. Marshall once urged 
in this JOURNAL, it might be a good business investment to spend 
fifty million pounds on the poor in a single year. 

How, under socialism, the master spirits of industry would 

1 Despite the author’s definitions it is not always easy to say who are included 
among the deserving able, and whether the term is ever to have any moral connota- 
tion and if so of what sort. The picture shadowed forth is that of a world given up 
to economic production, controlled by a dozen master minds ‘simultaneously 
affecting the hands” of everybody else. It is not clear whether we are to count 
only the few at the top, or whether the intermediate grades of ability—inventors, 
scientists, teachers, and subordinate officials—are included when the product is 
divided between ‘‘ability” and ‘‘labour.” Similarly “justice” is often appealed 


to, in an empirical way, but is not defined, nor is the author’s conception of what 
constitutes social progress positively stated. 
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behave we do not know. Much, we imagine, would depend on 
their (socialist) wives! There are weighty arguments for and 
against Mr. Mallock. His eye does not easily discover altruistic 
motives anywhere. Able men are not even now solely swayed 
by material or narrow ends, and in the socialist State, which is 
postulated, the standards of power will inevitably have been 
greatly revised, otherwise it could never have been reached. It 
is illegitimate to argue from the present to the future, and in the 
process change everybody and everything but the able men. 
Socialists believe, rightly or wrongly, that the spirit of gain will 
give way to the spirit of service at an accelerating rate as their 
ideal is approached, and that what is now regarded as quixotic 
philanthropy will then become the normal practice. Mr. Mallock 
lets paradox run away with his usual fairness when he charges 
socialists with wishing to base the morality of the many on the 
desire for dollars, and of the few on contempt for them. The 
abiding strength of the socialist movement lies in its ethical 
enthusiasm; in its impatience with the existing confusion of 
social values and the waste and degradation of life which results ; 
in its desire to develop human personality to the full. But Mr, 
Mallock does not allow such considerations to intrude. They are 
not ‘‘ practical.’’ Things were never so firmly in the saddle as 
in these pages. In Mr. Mallock’s world (except quite incident- 
ally and incompetently) there are no citizens; there are only the 
drivers and the driven (p. 55). It is a world with a nursery at 
one end, a cemetery at the other, a coal-pit in the middle, and 
brooding over all the nightmare that at any moment the winding 
engine may stop and the driver refuse to pull the lever ever more. 
But we must not be unfair. This is not a work of constructive 
suggestion but of negative criticism. Mr. Mallock has his reme- 
dies (for they are several) up his sleeve. He lets one peep out 
in the last page, and its countenance is astonishingly aggressive. 
‘“ Tt cannot be doubted that if the sums now spent on the con- 
struction and maintenance of insanitary slums and alleys were 
employed in a scientific manner. . . .”’ But who were the men 
of extraordinary ability who “‘ directed’’ West Ham and the 
East End of Glasgow? And how dare we interfere with them? 
Economists will not find much that is new in the main drift 
of the book, but it is to be strongly recommended to those 
socialists who are in the habit of belittling society’s debt to its 


supermen. 


THOMAS JONES 
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Socialists at Work. By Rospert Hunter. (New York: The 
Macmillan Co. 1908. Pp. 374.) 


As the title implies, this book is primarily a study of Socialism 
as an agitation, not as a social philosophy. Incidentally, much 
is said of its economic criticism of industrial societies, but the 
author is chiefly concerned. with the international organisation 
of the movement, its parliamentary tactics, and its leading 
personalities. Judged from this standpoint, it is an admirable 
work written with insight and sympathy. 

The socialist and labour parties of Germany, Italy, France, 
Belgium, and Britain are described in a vivid fashion by one 
who has not only read about them, but has moved among them. 
Their development is traced, through sectarian strife within and 
Government repression without, to their present highly organised 
and influential position. There is an American story told of a 
chameleon which was placed on a tartan plaid, and in trying to 
adjust itself to all colours at once it died of nervous exhaustion. 
One might have expected some similar fate to befall Socialism 
in fitting itself to the idiosyncrasies of nations. But when a 
thousand delegates met at Stuttgart and heard speeches from a 
dozen platforms in half a dozen languages, “although we could 
not always understand the words, we knew their meaning and 
were glad.” Through all the divergences due to national char- 
acteristics one discerns certain parallel tendencies everywhere. 
The cleavage between Marxists and Revisionists is personified not 
only in Kautsky and Bernstein in Germany, but in Guesde and 
Jaurés in France, in Turati and Labriola in Italy, as in Webb 
and Hyndman with us. Mr. Hunter makes out a good case 
against the charge of sterility so often hurled at the Social 
Democrats. Capitalism developed late in Germany and, as 
Sombart has pointed out, the effective protest against exploitation 
followed swiftly at its heels. Bismarck, in the language of his 
Conservative opponents, determined to cast out devils by the 
prince of the devils. His policy of exterminating the Socialists 
by imprisonment, on the one hand, and by granting reforms, on 
the other, neither exterminated nor satisfied them. The last 
thirty years have witnessed alike an enormous growth in the 
ranks of social democracy and a very real progress in bettering 
the conditions of the poor. But Bebel still confronts Von Bilow 
like an awful conscience. “Under this unfriendly and relentless 
eye the parties in power do not dare to give franchises, grants, 
and special privileges to private interests. Graft is almost un- 
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known. No evil escapes the Socialists; no reform satisfies 
them.” Further widespread tendencies are the elaboration of an 
international industrial code and the permeation of the trade 
unions with socialistic ideals. These ideals are no doubt 
theoretically supported by a view of capitalism which, if applied, 
would revolutionise society, but it is significant that growing 
emphasis is laid in all Socialist parties on ignorance, alcoholism 
and war as enemies to be fought, and finer opportunities for 
women and children as rights tobe won. Significant, too, is the 
absence of any reference to the Church in these pages. 

The book contains a number of illustrations, chiefly of pro- 
minent leaders. Two reproductions of Meunier’s sculptures 
come out very badly. This is regrettable, for they deserve to be 
widely known. When will our trade unionists follow the 
example of the Genoese dockers and purchase copies of his works 
for their institutes and clubrooms? 

The book as a whole is a salutary corrective of insular and 
paréchial views of the Socialist movement, and when all allow- 
ance has been made for the author’s inclination to find too many 
things and persons tremendous and amazing, there remains very 
much to encourage all friends of intelligent and organised dis- 


content. 
THOMAS JONES 


Low Wages and No Wages. An Essay on the Economic Causes 
of Poverty, Unemployment, and Bad Trade. By Oswatp 
St. Cxuatr. (London: Sonnenschein and Co. Pp. 240. 
2s. 6d. net.) 


THE orthodox ways of dealing (on paper) with the problem 
of unemployment are to say there is no problem, or that it is a 
very little one, or that it is very obscure and is engaging our 
attention. The third is the most comfortable as it commits one 
to nothing. Mr. St. Clair, on the other hand, has a fourth way. 
He propounds a solution. There is too much saving and too 
little spending. Readers will recognise here the doctrine of 
under-consumption developed by Moffatt, J. M. Robertson, and 
J. A. Hobson, and the criticisms applicable to these writers apply 
equally to Mr. St. Clair’s little book. He has worked out the 
argument with skill and with many an apt illustration. But we 
fear it will have to be done all over again with more regard to 
neglected factors in the problem. At times it would seem just as 
true to call the doctrine one of under-production. At other times 
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it seems a plea for abolishing the round-about method of produc- 
tion, and an invitation to the nation “to go on the spree ”’—if 
such a phrase may escape the editor of these sober pages. “Let 
us . . . suppose” that because of “a general impression that 
the world was coming to an end, everyone did, as a matter of 
fact, desire to spend his income as fast as he received it, just as 
the working man does now. .. . . But this assumption has only 
been adopted for the sake of simplicity. The case would be 
different in the nearest approach to these ideal or imaginary 
conditions which we can suppose capable of being realised ”’ 
(pp. 140-145). While urging that producing power is in excess 
the author does not distinguish in sufficient detail the varying 
influence on unemployment of different sorts of productive 
agents. Are bakeries in excess to-day in the same sense as steel- 
works? Again, why has the rate of interest not fallen to zero? 
And a hundred other questions are suggestions themselves. ‘The 
by-products of the theory seem more important than the main 
doctrine. It brings out strongly the misdirection of spending 
and the misdirection of capital due, in part at least, to a lop-sided 
distribution of wealth, and recalls Dr. Marshall’s famous sentence 
about the hundred millions spent by the working classes, and 
the four hundred millions spent by the rest of the population 
“in ways that do little or nothing to make life nobler or truly 
happier.” A more equal distribution of wealth would react on 
the application of productive energy in wholesome ways, but we 
fail to see that it alone would necessarily get rid of cyclical 
unemployment. Manufacturers would still compete to suppiy a 
speculative demand, and the competitive system is one of trial 
and error. Mr. St. Clair is justified in hinting (p. 127) that 
economists face these difficulties and pass them by. Could not 
some of the tireless energy spent by leading economists contend- 
ing “on the margin” be devoted to explain trade depressions 
for the benefit of minor economists, puzzled statesmen, and, inci- 


dentally, the unemployed themselves? 
THOMAS JONES 


The Evil of the Millionaire. By Francis Minton. (Swan Son- 
nenschein. Pp. x+203. Price 3s. 6d. net.) 


Inspired Millionaires. By G. §. Lee (Northampton, Mass : 
Mount Tom Press. Pp. 308. Price $1.25.) 


THE Rector of Cottingham sets out to prove that the error 
of distribution (as Mr. Money has called it) is responsible for 
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glutted markets, stagnant trade, and resulting poverty. He does 
not prove his point at all. He finds a misconception in “the 
belief that the rich do not spend all their property upon personal 
gratification, but devote the great bulk of it to productive pur- 
poses, through the agency of their bankers, &c., and so benefit 
society”; but the only part of this belief which he attacks is the 
assumption that the rich owners, as such, deserve any special 
credit for the productive uses to which their surplus wealth is 
inevitably put. That it is used productively he does not deny ; 
nor does he, like Mr. Hobson, attempt to show that this use is 
excessive and leads to over-capitalisation and so to gluts. 

In the course of his argument he re-defines economic terms 
with rather exasperating results. Capital is all property in use 
for trade purposes; this is found to mean that all income is 
capital if it is ever exchanged for anything else. Thus all wages 
are capital which the labourer receives and exchanges for other 
capital. It is difficult to see that “the fog enveloping capital” 
is removed in this way. His general conclusion is that the right 
of inheritance and the idle ownership of big incomes should be 
checked—perhaps by increased death duties and progressive 
income tax. This may be sensible advice; we may agree, too, 
that higher wages and juster distribution would increase produc- 
tion by increasing the efficiency of labourers. But the function 
of the working millionaire or rich man, and the function of the 
man who collects property and places it at the disposal of 
producers, remain to be considered. 

Mr. Lee, in his “Inspired Millionaires,’ follows a very 
different line of argument. As an American, he realises that the 
industrial system now consists of big machines and soulless men, 
directed by equally soulless millionaires. The problem—How to 
get souls into the men who work the machines—is only to be 
solved by getting inspired managers. The hope of the future lies 
in “socialised” millionaires who will make their dollars, not by 
destroying men’s souls, but by restoring them, and will use their 
wealth, not in the vulgar philanthropy of throwing down rows 
of libraries and art galleries, but in re-creating man’s power to 
enjoy art and work and life. The book is clever, provoking, and 
very suggestive. Mr. Lee’s frank idealism is of a rare sort; he 
does not seek his ideals in a kingdom of heaven totally separated 
from the dollar-making world, but in that world itself as it ought 


to be. 


> 


E. J. Urwick 
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Political Socialism: A Remonstrance. Edited by Marx H. 
JupGk. (London: P. 8. King & Son, 1908. Pp. 187.) 


THIs is a collection of papers by members of the British Con- 
stitution Association, published in a popular form. The volume, 
as its sub-title implies, is an attack, from many points of view, 
on political socialism, and the names of its contributors suffi- 
ciently suggest its tone. The presidential addresses of Lord Bal- 
four of Burleigh and Lord Hugh Cecil are eloquent dissertations 
on the theme of the Association’s watch-words, ‘personal liberty” 
and “personal responsibility.” Of the less general papers the 
most interesting are perhaps those of the Rev. P. 8. G. Propert 
on unemployment and of Dr. Sibley on secondary education. 
The former writes with all the force of his experience as 
guardian against relief works, pleading for the co-ordination of 
charitable societies and recourse to the poor law, according to 
the recent successful practice of his union at Fulham. He does 
not, however, make any allusion to the encouragement of insur- 
ance against unemployment, which is often suggested as a part 
of such a policy. Dr. Sibley, from the point of view of the Private 
Schools Association, denounces the nationalisation of secondary 
education and the uniformity of type which must, in his opinion, 
be the result of transforming the grammar schools and crushing 
private ventures. Some recent statistics are given in illustra- 
tion of this. Lord Avebury expounds once more his facts and 
arguments against municipal or national trading. Sir William 
Chance has a paper on the alternative to old age pensions, and 
Sir Arthur Clay on the probable and the realised effects of the 
State-feeding of children. | 

Some of these papers seem likely, at present, to be of more 
historical interest than practical value, owing to the development 
of affairs since they were written. The attitude of the individua- 
list, moreover, unless he indulges in rhetorical effusions on liberty 
and personal dignity, is apt to be so negative as to appear less 
immediately attractive than that of the socialist enthusiast. It | 
is possible, therefore, that the British Constitution Association 
will be a more effective antagonist of “popular” socialist publica- 
tions when it has developed the constructive side of its pro- 
gramme. In any case, dispassionate—and accessible—criticism 
by experts must have its value in guiding public opinion on legis- 
lative experiments in socialism. 

C. V. BUTLER 
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The Socialist Movement in England. By BrovuGHAM VILLIERS. 
(London and Leipsic: T. Fisher Unwin, 1908. Pp. x., 
340.) 


ENGLISH socialism has reached a point in its development at 
which it fully deserves a historian, and Mr. Brougham Villiers 
has given an interesting description of its growth and present 
condition, written, apparently, not for the expert, but for the 
perplexed observer and for the less instructed supporter of the 
movement. His account is frankly partisan, being the attempt 
of a moderate socialist to sketch the historic background of his 
aims and beliefs. There is, however, always a place for partisan 
history, and the author’s prepossessions are seldom allowed to 
distort his statement of facts. 

The theme of the book is, we understand, the interaction, 
past, present, and future of social ideals and practice or, as it is 
here summarised, of “theoretic and organic socialism.” Accord- 
ingly there is a sketch of successive forms of common life and 
activity from the primitive communism of the savage tribe and 
the corporate life of the medieval village community down to 
the concerns of municipalities and government departments at 
the present day. It is through the cumulative experience of 
these, rather than through the preaching of idealists, that 
socialism has advanced in practical England. (Some of the 
historical statements as to this early period are open to dispute 
in matters of detail, but the author expressly disclaims original 
authority in the material for this section of his work.) ‘Theoretic 
socialism becomes widespread when there is much organic 
socialism to suggest it; it is rare and powerless when indi- 
vidualism is rampant. . . . The social theorist is probably only 
effective when he knows how to inspire and use the organic 
socialism round him.” 

After the purely historical retrospect of the first chapters the 
author approaches the genesis of the socialist parties of the 
‘eighties and ‘nineties, and we feel at once that he has come to a 
closer grip with his subject. Not least interesting is his account 
of the early days of the Independent Labour Party, and of the 
training of the young I.L.P. member, supplemented by his ex- 
perience in co-operation and trade union work. Increasing num- 
bers of such men are working out in the district and municipal 
councils on which they serve, the lessons of administration learnt 
in their own organisations. Their business capacity fully justi- 
fies their position, and their beliefs will, the author thinks, 
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gradually permeate local government with a practical socialism, 
sanctioned rather by its actual working than by political 
philosophy. ‘‘The Labour Party of to-day is the fruit of an 
alliance between the moral enthusiasm of the socialist and the 
practical strength of the trade unionist. In that alliance lies the 
hope of British socialism.” 

The last portion of the book is devoted to a series of essays 
on the prospective work of socialism in England. The author is 
comparatively moderate in his views as to the near future ; he does 
not contemplate the complete extinction of the private capitalist, 
and he looks forward to the development of home industries and 
of the ‘‘ self-employing proletariate ’’ (t.e., the pedlar, &c.). His 
solution of the temperance question is an excellent commentary 
on the present Licensing Bill. He has done well in insisting on 
the future development of distinctive national types of socialism, 
and he makes a fair defence of the socialist conception of 
freedom. But his more extensive forecasts, e.g., as to the eman- 
cipation of women, and the supplies of free bread and milk to all 
the citizens of the perfect municipality of the future, are, with 
all allowances for his party’s point of view, rather dispropor- 
tionate in length fo the earlier historical and descriptive chapters. 

As a whole, however, the book, without being profound, is 
interesting and suggestive. And it is noteworthy for an absence 
of theorising and for the support of a policy of opportunism, 
which are marked features of the newer works on socialism. 
‘‘The fewer theories for or against the merits of the national 
state as an institution the socialist holds the more fitted he will 
be to welcome any and every advance made either by the cen- 
tralised state itself, by the local governing body, by the trade 
union, the co-operative store, or societies like the Housing 
Reform Association to build up the complex life of the Co- 
operative Commonwealth.” This rather short-sighted view of 
political problems has its advantages, but it would have surprised 
the older socialist writers as much as it earns the disapproval of 


modern extremists. 
C. V. Butter 


The Small Holding. By F. E. GREEN. (John Lane Company.) 


THE virtue of this little book undoubtedly is that it is written 
by a small holder with a faculty for writing : a faculty certainly 
not common among small holders. If only small holders could 
more frequently transmit the successful methods of working their 
land into cold print so that he who runs may read, untold service 
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would be rendered to the country. But their inclination 
generally is to keep their success as much as possible from the 
public gaze, and if they tell any friend, who has gained their 
confidence, how much they have realised for their crops or their 
stock, they are sure to add in the next breath: “Be sure and 
don’t tell anyone, or, at any rate, don’t mention our names 
when you are quoting any figures we have supplied you with.” 

Mr. Green, it appears, “is struggling to make a living from 
twenty-five acres in Surrey,” so that he speaks from actual ex- 
perience, and a very interesting experience it is. In the first 
place, he had to purchase his holding, and, consequently, to lock 
up a considerable amount of capital which he would have found 
extremely useful to farm with. It is not surprising, therefore, to 
find that Mr. Green is against purchase from experience and in 
favour of renting from a public authority at a fair rent with 
fixity of tenure. This confirms the almost universal opinion of 
those of us who know the ‘wants of the small holders, and is 
another nail in the coffin of “Peasant Proprietorship” as advo- 
cated by our friend the Right Hon. Jesse Collings. 

Mr. Green gives some practical details as to the creation of a 
homestead and a series of plans of suitable buildings. for this 
equipment he puts down the sum of £325, divided as to £250 for 
the house and £75 for buildings. ‘This division does not appear 
to be in the best proportion. If only £325 is to be spent it means 
devoting too much to the house and too little to the buildings. 
An excellent house can now be built for £200, and, certainly, 
£125 would not be too much for buildings on a twenty-five-acre 
holding. But here, of course, it all depends upon the class of 
holding. Mr. Green’s holding is practically all grass. The vast 
majority of holdings have a greater proportion of arable than 
grass land, and consequently buildings must be erected accord- 
ingly. On the Crown Lands, for instance, where twenty-five- 
acre holdings have been recently created, twenty of which are 
arable, the houses have cost £225 and the buildings £125, 2.e, 
£350 per holding. 

Still, Mr. Green has several practical suggestions to offer to 
those who have to erect their own buildings and equipment, not 
least among them being a very simple and inexpensive con- 
trivance for gateways, namely, that of “erecting four thin ash 
posts, and by nailing crossbars on each pair of posts so that you 
can slide a couple of rails along whenever you want to let any- 
thing pass.”’ 

When he comes to deal with stock, Mr. Green has again suc- 
ceeded by experience in evolving some valuable suggestions. He 
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has discovered that it pays better to sell milk than to make 
butter, under present conditions ; that cows are shut up too much ; 
that if you want good cows, 1t.e., good milkers, it is wise to rear 
your own stock and select from them; indeed, that your motto 
should be : “ Buy as little as possible.” Further, Mr. Green has 
discovered that at present the small holder does not make full use 
of his liquid manures. 

The cost of calf-rearing and the profits on cow-keeping are 
carefully set out, and here again the writer has found what the 
small holders in Lincolnshire demonstrated years ago, that there 
is more profit on rearing young stock than in exclusively devot- 
ing the holding to cow-keeping, and that the amount of Sunday 
work is much reduced when it is only a question of foddering 
stock and not also having to milk night and morning. 

On pigs, Mr. Green also descants with considerable know- 
ledge. Nothing on a farm varies so much in price, from time to 
time, as pigs, but a small holder must have pigs, and if he always 
rears them he gets the “ups” as well as the “downs” of the 
market. Authenticated instances are on record amongst many 
small holders of one breeding sow bringing in during the course 
of several seasons quite a little fortune. 

On the rearing of poultry Mr. Green gives a decided pre- 
ference to turkeys, and he advances good reasons for the con- 
clusion he has come to on this important part of a small 
holder’s operations. At the present time I should say not one 
per cent. of small holders rear turkeys. This is left to the 
larger farmers, turkeys being more difficult to rear in their early 
days and requiring more costly food. But Mr. Green shows 
that if turkeys are properly kept they are in the end more profit- 
able, and the small holder’s wife should be urged to turn her 
attention more to this subject. Mr. Green is against ducks, all 
save the Indian runner breed. 

There is a long chapter on the advantages of bee-keeping, 
especially as an industry which can be carried on with success 
by intelligent boys and girls. Here again is something for the 
small holder to learn. The percentage of bee-keepers amongst 
small holders is not large. ’ 

This is how Mr. Green suggests a twenty-five-acre grass hold- 
ing might wisely be stocked :— 


Five cows at £16 apiece ‘it “hi . 20 
Breeding sow axe 5 
Two hives of bees cee Sed amt =~ 3 
Turkeys 5 
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Coming to arable land—which, in Mr. Green’s case, is only 
three acres—his several suggestions as to its cultivation are 
equally sound; fruit of various sorts, both top and bottom, the 
value of damsons in hedgerows, close enough together to act 
as wind screens, &c. No doubt the small holder must pay more 
and more attention in the future to such important matters of 
detail. The growth of Lucerne, which can be mowed four or 
five times a season and the plant of which will last for years if 
kept free from weeds, has not escaped Mr. Green’s attention. 
Indeed, all round, Mr. Green has got the hang of things so far 
as the cultivation of the soil is concerned and the rearing of live 
stock. The markets are his great difficulty, and here again he 
has sensible things to say, and says them very well, on the 
necessity for further co-operation. He is frankly disillusioned 
as to Jersey being the small holders’ paradise, and says, after a 
visit to this island: ‘‘ The life of the Jersey farmer I soon dis- 
covered is one of unremitting toil, spent daily in the philanthropic 
work of making fortunes for salesmen, dividends for railway 
companies, and easy incomes for the landlords. Rents seem to 
average about £10 per acre, and, in spite of the fertility of the 
soil and the geniality of Nature—shown in the immunity from 
frosts and the constant presence of the ripening sun, and the 
unlimited abundance of manure cast upon the shores in the form 
of seaweed—in spite of the growth of two crops in the time that 
it takes us to grow one crop, it is but a bare living that the cul- 
tivator of the soil gets after the landlord, the railway companies, 
and the salesmen have stripped him of his ‘ surplus wealth.’ ” 

So that in addition to co-operation Mr. Green has discovered 
that the question of rent plays no unimportant part in a small 
holder’s career. Surely, therefore, we are encouraged to go on 
with the policy set up in the Small Holdings Act of 1908 of the 
public authority buying land at its fair agricultural value and 
letting it to tenants at a fair agricultural rent. 

R. WINFREY 


Luxury and the Waste of Life. By E. J. Urwick. Pp. 233. 
(London: Dent.) 1908. 


In this book Professor Urwick sets out to find an answer, 
for the use rather of the general reader than the economist, to 
the questions: ‘‘ How far do moral considerations enter into 
the subject of our expenditure, and what are the economic and 
social effects of luxury?” 
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A fresh treatment of the subject is justified, so the author 
pleads, in part by the strange persistence of the “fallacy of spend- 
ing,” the notion that luxury is good for trade, and in part by the 
absence of any satisfactory ethic of consumption. With the 
purpose and standpoint of the book one must needs be in com- 
plete sympathy. A clear discussion of the ethical and economic 
consequences of the present consumption of wealth would solve 
many popular difficulties and form a needed contribution to 
social studies, even if it could result in no very precise canons 
of conduct. Unfortunately in this case one cannot feel very 
sure that the discussion is sufficiently clear or complete. Never- 
theless the book should prove suggestive and stimulating, and 
might well serve as the starting point for a more thorough 
treatment of the problem. 

It seems to us that Professor Urwick has needlessly hampered 
himself by the adoption at the outset of a definition of luxury 
that is not only contrary to general usage, but is both arbitrary 
and unsound from an ethical point of view. The common 
definition of the moralist—‘‘expenditure exceeding reasonable 
limits ”’—is rejected as too vague. The economist’s definition 
is given in the words of Adam Smith—anything over and above 
necessaries together with a minimum of decencies—and this 
again is held to be too narrow and contrary to public usage. 
Instead, Professor Urwick seeks for a definition which should be 
perfectly precise, holding good for all the members of the com- 
munity. This he finds in the adoption of the average income 
per head of the country as the standard. All expenditure beyond 
this falls within the category of luxuries. 

Such a definition involves the conclusion that £10 spent by 
a dock labourer, earning £40 a year, on beer is not a luxury, 
while £10 spent on education by a mechanic earning £50 a year 
is a luxury. Consequently all the wasteful consumption of the 
poor is ruled out of consideration, and Professor Urwick confines 
himself to the study of the supra-average consumption of the 
rich. 

But a use which lands us in such judgments as the above 
cannot form the basis for an “ethic of consumption.” Professor 
Urwick himself admits this, and speaks of the definition as non- 
moral but purely economic. The choice of the standard is sug- 
gested, as Professor Urwick points out later, by reflection upon the 
law of diminishing utility of wealth. All consumption repre- 
sented by the excess of expenditure above the average brings with 
it less satisfaction than is lost to the man who confines his expen- 
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diture below the average. But is it not a pity to adopt an 
economic definition of a term normally ethical in reference which 
turns upon the measurement of utility used in such a sense as to 
be incompatible with the author’s own ethical standpoint? To 
do so is to create unnecessarily an opposition between the ethical 
and economic judgments. As a matter of fact, Professor Urwick 
finds a difficulty in keeping to his definition, and frequently uses 
the term luxury in its accepted though vague sense. 

Professor Urwick then goes on to discuss the effect of consump- 
tion by the rich on the general welfare. Two forms of waste are 
recognised. First, any expenditure that is productive of less 
satisfaction than could be obtained by an equivalent expenditure 
by someone else. The development of this part of the subject 
is, as has been said, cramped by the definition laid down at the 
outset. The effect, hygienic, esthetic, politic, of the exist- 
ence in a community of a comparatively wealthy and 
leisured class is not adequately considered as it should 
be in determining an ethic of consumption. There is 
no doubt great difficulty in deciding upon any measure of satis- 
faction, and the adoption of the money measure combined with 
the principle of diminishing utility at least gives a precise rule 
of conduct if we are content to abide by it. But this Professor 
Urwick is not. He holds that it would be unreasonable to press 
the logical issue that all persons should cut down their expendi- 
ture to the level of the average. He goes no further than to 
ask for a considerable increase in simplicity of life from those 
with large incomes. How may this excess of income be best 
utilised? Not by indefinitely swelling the stock of capital for 
investment, since this will diminish the quantity of effective 
demand for goods and reduce the volume of employment. Here 
Professor Urwick subscribes in part at least to the doctrine of those 
who preach against the “fallacy of saving.” But he fails, as 
it seems to us, to make clear the true ground of objection to 
this process of saving. If we could suppose the volume of saving 
at all large relative to the labour employed, there could be no 
more certain way of raising wages than by every rich man 
cutting down his private consumption and adding to the stock 
of capital for investment. 

The picture of any lack of effective demand for goods would 
be chimerical so long as the wage-earning population remained 
large relative to the whole, and so long as there were oppor- 
tunities for improved methods of production of the goods con- 
sumed by them. But if we suppose only a small section of the 
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an economic world so to act—for example, England—the capital 
ch accumulated would be small relative to the world demand for 
to it, and the effect on English wages could never be very great. 

To Therefore Professor Urwick’s advice has more to be said for it : 
val that rich men wishing to help their own neighbourhood should 
ck devote their spare wealth to the provision of collective utilities 
es or to the provision of such large common services as those of 

medical aid. 

p- The second form of waste specially discussed is that rendered 
re possible by the presence of a number of idle rich maintained on 
SS unearned income. Such persons are real “wasters,” since they 


re consume without producing. They are, in fact, far more harmful 
ct to the community than the idle poor, by reason of their power 
1e to consume a larger share of the common stock. 

t- But Professor Urwick’s method of formulating this charge 
.d suggests certain criticisms. For he says that persons are 
ld “wasters”? who are enabled to purchase goods with money that 
is has not been earned “as a direct payment for their labour, 
3- present or past, and measures the value of it to others.’ We 
h may note, by the way, the corollary that if “waster” buys from 
le “waster,” no harm is done. Gambling is not of itself a form 
or of economic waste. But in the sentence quoted the value of the 
s service seems to be measured by its actual market value. If 
i- this is so, surely all the income obtained in a free country, 
O except that obtained by fraud, gift, or gambling, is justified by 
e the test laid down? The answer is suggested by the use of 
t the term “labour.” Professor Urwick names two factors of pro- 
r duction, nature power and labour power, as combining to yield 
“‘life-power.” 

e The use of capital is thus omitted. Interest and rent are 


e by implication condemned. “Waiting” is not admitted as a 
3 form of social service. It is not quite clear whether Professor 
) Urwick really intends to go so far as this. 

y We may note in the two forms of waste here considered the 
) old opposition between a distribution according to need and a 
distribution according to desert. In laying down the broad 
canon of conduct that persons should confine their personal 
expenditure to the level of average income, the object is to 
secure distribution according to need. 

| The second canon, that a person may not consume that which 
he has not purchased with his labour, is an effort to secure that 
each shall reap the whole product of his labour. 

; There is one way of reconciling the two: that the production 
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of each should be reduced to the level of the least productive 
members of the community. Professor Urwick hardly gives suffi- 
cient attention to the danger of attaining this end if his first canon 
is enforced. He rightly assumes that the two canons are irre- 
concilable on purely economic grounds, and therefore affirms 
the ethical duty of keeping production and consumption distinct. 
“An oil king, a railway magnate, or company promoter may 
all be worth the money they make. It may still be indisputably 
wrong that they should spend it.” With this we most heartily 
agree. C. J. HAMILTON 


Some Works on Population. 


Population and Progress. By Montague Crackenthorpe, K.C. 
(London : Chapman and Hall, 1907.) 


MR. CRACKENTHORPE’S little book supplies an interesting 
measure of the growth of public opinion on the population ques- 
tion within a generation. It is mainly composed of three reprinted 
essays on family limitation, the first of which appeared in the 
Fortnightly Review in 1872, and the others in the same periodical 
in 1906 and 1907. The first, that is, was published before the 
prosecution of Mr. Bradlaugh and Mrs. Besant for selling the 
Knowlton pamphlet brought the question of prudential restraint 
so fully home to general knowledge that the British birth-rate has 
steadily fallen ever since. In his second essay Mr. Crackenthorpe 
tells how after the appearance of the first he was warned by 
friends of a probable loss of briefs resulting from his temerity. 
No such loss, he tells us, took place, but the warnings testified 
to the state of feeling in cultured circles. To-day, as he notes, 
no such perturbation is set up by much more pronounced utter- 
ances to the same effect. His book is in the main a clear and 
sound statement of the ethics of family limitation, and of the 
national need for it, but does not give much attention to the 
counter-arguments which found upon economic or sociological 
as distinct from a priori ethical pleas. Incidentally he makes quite 
clear the nearly universal operation of the check to the birth- 
rate, of which France is only the most notable illustration. A 
few statistical statements need revision. On p. 72 it is asserted 
that “in England in 1903 there were 514,628 deaths,” and on 
p. 79 that “the birth-rate in this country is at present 450,000 
annually, or over 1,200 a day: but for our infant mortality it 
would be 1,500 a day.” What is meant is that the excess of 
births over deaths is 450,000, and that but for infantile mortality 
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it might be 100,000 more; but this is not naturally to be under- 
stood from the figures. In point of fact the annual excess is 
only about 400,000. A figure seems to have been dropped, again, 
in the Berlin column of the table on p. 54. 

The most serious objection that suggests itself to any part 
of Mr. Crackenthorpe’s reasoning is evoked by his repeated asser- 
tion that Germany’s need for colonies to which to send her 
surplus population is “imperative,” and that, in the words of a 
writer whom he quotes, “Germany must either burst her bonds 
or acknowledge final defeat.” This is indeed a quasi-argument 
for family limitation in Germany, but it is no part of either 
economic or political science. Italy, on this view, has already 
“acknowledged defeat,” and so has Britain, which sends most 
of its emigrants to the United States. The terminology is irre- 
levant. 


The Endowment of Motherhood. By Dr. M. D. Eder. (The 
New Age Press, 1908.) 


ECONOMICALLY considered, Dr. Eder’s little book is chiefly 
remarkable for its almost complete disregard of economic con- 
siderations. Whereas Mr. Montague Crackenthorpe justly argues 
that a Socialist State could less than any other afford to ignore 
the population question, Dr. Eder cheerfully propounds a Social- 
istic scheme for the State maintenance of all pregnant and nurs- 
ing women, married or unmarried, each one getting in addition 
“some money to spend at her own sweet will,” and choosing her 
place of residence ; with a further provision of £50 per child for 
upbringing, and an allowance of £200 per annum to each mother 
or foster-mother who looks after five. The total works out at 
£628,000,000 per annum; and Dr. Eder pleasantly observes that 
“for Socialists, who are wont to think in continents, the figures 
are not alarming.” His sense of humour is agreeably evident 
throughout the book, and particularly in the initial explanation : 
“T must work for a millennium which shall be possible in my 
lifetime.” He recognises that his plan might possibly lead to 
‘a huge influx of pregnant women into the country,” which would 
have to be guarded against by “the deplorable measure of some 
Aliens’ Act or a limitation of endowment to mothers who have 
been domiciled for a term of years in the country.” But as 
regards home production his only reflection is that, since “they 
will not be personally much richer for each child born, but will 
have with increasing number of children increasing work, the 
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mothers would in all likelihood, when they knew the way, limit 
their families.” Dr. Eder seems alternately to suspect that reduc- 
tion in the birth-rate is largely due to disease-induced sterility in 
women, and to desire that prudential methods should be incul- 
cated by the State. 

The serious discussion of Dr. Eder’s book is likely to be 
restricted to the arena of Socialist candidatures for Parliament 
and other governing bodies, in which connection, it is to be feared, 
it will furnish many welcome quotations to the opponents of 
Dr. Eder’s political friends. Its sex-ethic is certainly of the 
most advanced type, and the author is at least to be credited 
with the courage of his exposition. 


Rassenverbesserung : Malthusianismus und Neumalthusianismus. 
Von. Dr. med. J. Rutgers. Einzig berechtigte Uebersetzung 
von Martina G. Kramers. Mit Einfiihrung von Marie Stritt. 
(Dresden und Leipzig : Verlag von Heinrich Muden, 1908.) 


THE Dutch work of Dr. Rutgers is by this translation made 
available to the wider range of readers to which it is so well 
entitled. Avowedly writing for the general public and avoiding 
scientific terminology as far as may be, Dr. Rutgers nevertheless 
writes always in a scientific temper, and fully and judiciously 
discusses all the standing criticisms of the Neo-Malthusian case. 
As his title partly tells, he claims for it the objective of a better- 
ment of the race, economic, moral, and physiological; in other 
words, the “elevation of the individual and of society.” At the 
outset he warns against some of the logical pitfalls of the investi- 
gation, and guards against the assumption of some Malthusians 
that reckless breeding is to be regarded solely as cause, and 
economic distress solely as effect. ‘Each of the two phenomena 
is at once cause and effect ’-——as in the case of popular alcoholism. 
Politically he dissociates himself alike from those who would 
make popular imprudence a ground for refusing legislative 
reforms, and from those who treat the population question as 
irrelevant to reform problems.  Capitalistic production, he 
observes (p. 128), exploits popular fecundity just as did feudalism 
and slavery, and as the nomad peoples still earlier exploited the 
fecundity of domesticated animals ; but capitalism does not evoke 
the fecundity it exploits, though it is apt to contemplate it with 
a satisfaction of which Dr. Rutgers points out the shortsighted- 
ness. On economic issues he reasons in general as acutely and 
sensibly as on ethical and sentimental; and he discusses practi- 
cally every aspect of the matter. After analysing the individual 
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and socio-ethical problems in the first and second parts of his 
book, he devotes a third to the racial-biological question ; and in 
an Appendix entitled “ Malthus,” he briefly presents the evolu- 
tion of the practical debate. The book is thus one to be studied 
by all who are concerned to follow the scientific development 
from Malthus onwards, and to learn the most competent answers 
to the manifold objections brought against alike the earlier and 
the later forms of the doctrine of family limitation. 

Statistically the book is particularly instructive inasmuch as 
it makes abundantly clear the almost invariable sequence of 
lessened death-rate upon lessened birth-rate. In the light of these 
figures for all countries it becomes fairly clear that the tendencies 
are correlative, and that wherever there is hygienic progress there 
is prudential restraint, each encouraging the other. In the light 
of this demonstration some readers may be enabled to see more 
easily the force of Dr. Rutgers’s proposition that those who say, 
“T am a Neo-Malthusian, therefore not a Socialist,’ and those 
who say, “I am a Socialist, therefore not a Neo-Malthusian,” 
have alike failed to understand Neo-Malthusianism and Socialism. 
This freedom from partisanship is one of the great merits of the 
treatise. By Frau Kramers it has been rendered in remarkably 
neat German—a characterisation scarcely due to the introduction 
by Frau Stritt. 


Social Democracy and Population. By Alvan A. Tenney, Ph.D., 
Tutor in Sociology, Columbia University. (Studies in 
History, Economics, and Public Law. Edited by the Faculty 
of Political Science of Columbia University. Vol. XXVI., 
No. 4.) (New York: The Macmillan Co.; London: P. 8. 
King and Son, 1907.) 


THE value of Dr. Tenney’s very interesting and suggestive 
treatise is apt to be depreciated for some readers by his early and 
incautious assertion (p. 24) that “No fact in history stands out more 
plainly than the danger incurred by any nation which fails to 
increase its population with sufficient rapidity to meet other 
peoples on an equal footing and repel attack.” On the very 
next leaf he notes that “India and China have held their own 
because of overwhelming numbers—and their conquerors were 
absorbed.” That is to say, overwhelming numbers did not avert 
conquest. The balance of evidence is really in favour of the view 
that most conquests have been effected by minorities; and there 
is no clear case on record of subjection due to slowness of rate of 
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increase of population. Diminishing savage races are at least 
no oftener subdued than others; and the decline of birth-rate 
in imperial Roman Italy is only an aspect of a general political 
decadence. 

At other points Dr. Tenney is more truly inductive ; and his 
essay as a whole is very helpful to a scientific view of the problem 
of population control. Accepting Prof. Giddings’s improved 
statement of Malthus’s law—“In any given state of industry 
and the arts, population tends to increase faster than it is possible 
to raise the general plane of living”—Dr. Tenney assumes that 
“Democracy requires a rate of population increase less rapid than 
the rise in the standard of living.” His book is on the whole 
biological and sociological in the general sense, giving no special 
attention to economic considerations; but he reaches conclusions 
which are of economic importance. The recent decline in the 
United States’ birth-rate, he sums up, “if unaccompanied by 
undesirable qualitative changes, can only be favourable to the 
maintenance of that high plane of living which is essential for 
social democracy. This decline may indeed render the exploita- 
tion of resources less rapid, and the gain of capital smaller, but 
it will also render the readjustment of socially undesirable 
inequalities more feasible.” Others of his political inferences are 
more questionable, as when he ascribes the size of Britain’s navy 
to the need to protect her foreign commerce ; and his apparent 
counsel to his countrymen to seek to be “self-sufficient economic- 
ally” is open to grave political criticism. But it is noteworthy 
that he counsels the abandonment of tariffs in favour of the plan 
of “preventing the entrance of those who will depress the plane 
of living.” On the special question of family limitation he very 
usefully brings out the fact, deduced from Copenhagen statistics, 
that while the gross fecundity in the professional class is less 
than in the artisan, the net fecundity is higher. 

J. M. ROBERTSON 


Gold Prices and Wages under the Greenback Standard. By 
Wesley C. Mitchell. (University of California Publications 
in Economics.) Pp. 627. (Berkeley: University Press, 
1908. 


THIs is a continuation of the author’s History of the Green- 
backs; or rather the materials for such a continuation, “the 
statistical apparatus of a book still to be written.” 

The statistical apparatus would be well worth studying for its 
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own sake, even if the author had not pointed out its economic 
significance. In dealing with prices and wages he is not content 
with the comparison of arithmetic means; he employs largely 
medians and deciles. For example, for the prices of October, 
1873, compared with 1860, there are ninety-one percentages : as 
thus, in the order of magnitude, 

58, 76, 78 bis, 85, 86, 89,°91 bis, 92,.. . . 241, 250, 267. 
The deciles are points on this scale which divide the whole group 
of percentages into ten sub-groups, each comprising a number of 
percentages which is the tenth part of the total number, that 
is, 9, or rather 9°1. Thus the first decile is 92, since up to 
and exclusive of 92 there are nine entries—78 and 91 each 
occurring twice. Likewise the ninth decile is 196, since up to 
and exclusive of that entry there occur eighty-one percentages. 
The median is identical with the fifth decile. The graphical 
representation of this system consists of ten more or less parallel 
curves. 

There can be no question as to the value of this statistical 
method. But before it is generally adopted its cost in labour 
should be counted. Is it worth all the trouble that it involves? 
Could nearly as valuable results be obtained with considerably 
less trouble? If for summary purposes an abridgment is 
desiderated, I suggest as a rough and ready rule the following. 
Find the second, fifth, and eighth decile; these determinations 
(with some attention to the highest and lowest figures that occur) 
will adequately characterise the group.1. Thus for the prices of 
October, 1873, the data would be as follows :— 


Lowest, 2nd decile. Median. 8th decile. Highest. 
58 104 131 167 367 


This presentation brings out the interesting circumstance that 
the distribution of the inflated prices is not symmetrical; the 
higher prices exceed the average much more than the lower prices 
fall short of it. The incident had been observed before, but not, I 
think, evidenced so fully as by Mr. Mitchell’s statistics. For 


1 The constants c andj pertaining to an asymmetrical curve of error (of the 
kind described by Mr. Bowley in the Appendix to the second edition of his Elements 
of Statistics) may be roughly calculated from the median together with two 
percentiles, as shown in the paper on the methods of representing statistics 
contributed by Mr. Bowley and the present writer to the Journal of the Royal 
Statistical Society, June, 1902. A particularly simple construction is afforded by 
the 16th and 84th percentile (corresponding to the points R,, R, mentioned by 
Mr. Bowley in the paper referred to) taken in connection with the median. 
But Mr. Mitchell’s statistics are perhaps too violently asymmetrical to justify the 
use (for this purpose) of percentiles at such a distance from the central region, 
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the period 1860 to 1880 the average difference between the second 
decile and the median is 25°6 (as appears from Mr. Mitchell’s 
Table 5), while the average difference between the median and 
the eighth decile is 33. The differences between the higher and 
the lower parts of the scale are much greater. 

There is a propriety in fixing attention upon the central 
portion of the statistical group. For that is the portion most 
amenable to general law. It is there that we may look for the 
fulfilment of the law of error—the asymmetrical law, which is 
a generalisation of the simpler law expounded by Mr. Galton. We 
may expect to find the law when we have reason to believe that 
there exist the conditions of its genesis—the sporadic action of 
independent agencies, a chaos of elements 


“ Confusedly in their pregnant causes mixed.” 


Now with regard to price-variations, Mr. Mitchell’s statistics 
afford evidence of this fortuitous distribution. His Table 14, 
showing the numerical order of the percentages representing 
price-variations for some ninety commodities at the epoch 1865 
and 1879 respectively, shows in regard to the character of the 
commodities thus arranged, the sort of disorder which is favour- 
able to the application of Probabilities. ‘‘ Unlike commodities 
are often side by side, and related commodities are often widely 
separated.” In the period under observation forty-two commodi- 
ties moved from the lower half of the table to the upper half, 
or the other way. 

The statistics of wages do not, I think, afford such perfect 
data for the application of the more refined methods ; principally 
for the reason which is thus indicated by Mr. Bowley. “In... 
wage groups we are not dealing with unconnected units; there is 
a tendency towards a standard wage in many occupations.’’* It 
is disconcerting to find in Mr. Mitchell’s tables of wages coinci- 
dent deciles ; as to which Mr. Mitchell remarks :—“‘ The fact that 
two or more of the deciles for an industry are frequently identical 
is due mainly to the fact that the series for an important occupa- 
tion in a large establishment often represents more than a tenth 
of the whole number of employees in the industry as shown by 
the data’’ (p. 104). This lumping together of numerous statis- 
tics at one point appears to me to impair the method of percen- 
tiles, as applied to wages, more seriously than the opposite 
characteristic—the absence of density—by which Mr. Mitchell 


! Journal of the Statistical Society, loc. cit, 
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is disquieted, even with reference to statistics of prices. ‘The 
median,” he says, “is rather erratic within limits of several 
points, because its precise position is often dependent on the 
relative price of a single commodity, which stands in the middle 
of the scale of relative prices” (p. 58). The imperfection is due, 
as the writer intimates (p. 33, note), to the smallness of the group. 
He might have added that it is not entirely removed by the use 
of the arithmetic mean which he proposes to employ collaterally. 
The advantage of the arithmetic mean in respect of definiteness 
over the median is to a large extent only in appearance. 

I am looking at the matter from the point of view of Prob- 
abilities ; each observation being regarded as representative of 
some coefficient that would be applicable to an ideally complete 
set of statistics. There are other points of view; there are 
diversities of problems, as Mr. Mitchell has pointed out, with 
respect to prices at least. With reference to one kind of problem 
it is proper to use price-variations not weighted according to the 
amounts, but rather selected according to the independence of 
each commodity, and not necessarily combined by way of the 
arithmetic mean. For another problem it is proper to weight the 
prices with corresponding quantities of commodity, and to com- 
bine the figures on the principle of the arithmetic mean, simple 
addition. 

Of the latter description is the problem to determine the 
variation in the cost of living to the wage-earner, the change in 
the money-price of the set of articles (considered as constant) 
which he consumes. Mr. Mitchell’s statistics throw much light 
upon this problem. Some of his results may be subsumed in 
the following generalisation. Let us define as “responsiveness ” 
(to changes in monetary policy) a couple of attributes which are 
observed to go together, namely, the rise of index-numbers repre- 
senting prices in paper-money from 1861 to 1864, and the fall 
thereof from 1864 to 1879. Then in the scale of responsiveness 
the following classes of prices prove to be in a descending order : 
(1) Prices of gold (in greenbacks) ; (2) wholesale prices of com- 
modities ; (3) retail prices; (4) cost of living; (5) wages. The 
paper price of gold rises higher and falls further than the whole- 
sale prices of commodities, and much more than retail prices; 
the cost of the articles consumed by workmen fluctuates more 
violently than their wages (pp. 237, 273, 278, et passim). 

This rough generalisation masks specific differences of great 
interest. _ For instance, it is found by Mr. Mitchell—contrary to 
a general belief, I think—that the responsiveness of the lower 
No. 72.—voL. XVIII. RR 
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grades of wages is greater than of the higher grades. The 
paradox is explained by “the more severe pressure which the 
increased cost of living puts upon wage-earners with small 
incomes ’’ (pp. 165, 186). The supply of common labour seems 
to show an elasticity now commonly supposed to exist only in 
the pages of Ricardo. 

Mr. Mitchell points to other results of economic significance 
which it may be hoped he will develop in the future continua- 
tion of his History of the Greenbacks. He will thus obtain 
as high a rank in Economics as that which he has now attained 
in the twin science of Statistics. 

F. Y. EDGEWORTH 


Die Gesellschafts- und Staatslehre der Physiokraten. Von 
BENEDIKT GUNTZBERG. (Leipzig: Duncker und Humblot, 
1907. Pp. 144; 8vo.) 


THe German seminar is an admirable institution, but it some- 
times turns out work which one can only hope will be regarded 
by teachers in this country as examples of what to avoid. Here 
is a thesis, upon which much care and time have been expended, 
which seems to be about as useful as the carving of cherry-stones. 
It might have been better entitled “‘The Philosophy of the 
Physiocrats.’’ The names of previous philosophers hurtle through 
its pages—Descartes, Newton, Locke, Shaftesbury, Cumberland, 
Malebranche, D’Alembert, Holbach, Montesquieu, Hutcheson, 
&e., &c., and the dicta of the Physiocrats are shown to agree a 
little with those of some other writer, or to differ more or less 
from them. In catalogues of old books the eye catches such titles 
as La Fontane, Economiste or Montesquieu, Economiste. There 
seems no reason why the compilers of such books should ever 
stop. For anything I know, someone has already written on 
“Shakespeare as an Economist,” or “Cobden as a Philosopher.” 
This last subject would be nearly, though not quite, parallel with 
that of this essay. The great majority of the Physiocrats knew 
nothing about the writings of philosophers, and sometimes they 
treat them comprehensively with open contempt. They were 
‘in politics,’’ with a practical programme, and were ready to 
fortify their advocacy of Free Trade and a Single Tax with any 
argument or general proposition which they thought supported it. 
But it is impossible to regard their convictions as deliberately and 
consistently built upon the foundations of a settled philosophy. 
What they say about God and man, and the universe and the 
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first causes of things are, as often as not, mere bits of rhetoric 
not always in consonance with each other, even in the same piece 
of writing. What looks like a buttress is sometimes mere orna- 
ment. 

The mind irresistibly travels to one of the rare masterpieces 
of economic humour—recently reprinted at Paris—the Misére de la 
Philosophie, in which Karl Marx mercilessly banters Proudhon’s 
Philosophie de la Misére. Proudhon, he said, had passed in 
Germany for a great French economist, in France for a great 
authority on German philosophy. It was Marx’s task to explode 
both reputations, and especially Proudhon’s affectation to be to 
philosophy what Quesnay was to economics. The great English- 
man, Ricardo, with his favourite illustration, was always furning 
men into hats. Proudhon went further, and turned hats into 
ideas ! 

If the elder Mirabeau had been asked under the standard of 
which philosopher he ranged himself, we can imagine his growl- 
ing something to this effect: ‘‘I leave it to ideologues to turn 
things into ideas. I want to turn ideas into bread for the people !” 

Henry Hiaes 


The Early History of the Levant Company. By M. Epstein, 
M.A., Ph.D. (London: George Routledge, 1908. Pp. x 
+270. 2s. 6d.) 


THis volume traces the history of the Levant Company up 
to 1640. The industry of the author in searching for original 
sources of information has been richly rewarded by the discovery 
of a series of letters as well as the Court Books of the company 
as it was reconstituted in 1605. Thus it is natural that from 
July 13th, 1614—the date at which the latter documents, as 
now extant, begin—it is possible to obtain a fairly complete 
view of the organisation of the company and the nature of the 
conditions under which its trading activities were carried on. 
Dr. Epstein has related the essential facts tersely, but with a 
considerable amount of insight. It is to be hoped that the hint 
given on p. 151 as to a second instalment may be justified by 
its appearance at an early date. In the earlier part of the work, 
which deals with the sixteenth century, there are some im- 
portant omissions. So careful a student as Dr. Epstein should 
scarcely have missed the consideration of the problem which is 
suggested by a careful study of the documents, as to whether it 
is a fact (as has been hitherto supposed) that the companies of 
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1581 and that of 1592 were regulated ones, or whether they were 
not instances of the joint-stock type. If the latter view be 
adopted, and there is almost indisputable evidence in its favour, 
it throws light on _ several obscure points, and would 
change the interpretation of “the entrance-fee”’ mentioned on 
pp. 33 and 37. It seems, too, that more may yet be discovered 
as to the causes of the disorganisation of the trade for some years 
before 1605. The Crown had acquired a considerable stock of 
drugs and spices from prizes, and there was at least one pro- 
clamation prohibiting importation of some of these commodities. 
This may have been the first blow to the success of the company. 
This was followed, as appears by the letters of the company 
preserved in the first Court Book of the East India Company, 
by dissensions amongst the members. There may have been 
a split, some breaking off from the joint-stock body and trading 
independently. If this were so, the company, as reconstituted 
in 1605, would have been a union of diverse interests, like that 
of 1592. 
W. R. Scorr 


The History of Local Taxation in Scotland. By STANLEY 
HorsFaLtt TURNER, M.A. (Edinburgh and London: Black- 
wood, 1908. Pp. vi., 308.) 


Mr. TURNER’S critical narrative of the development of local 
taxation in Scotland deserves to be widely read, not simply by 
students of the local institutions of that particular country, but 
by all students of administration and public finance. The system 
which he describes presents many features of special interest, 
and this book may, in fact, be regarded as the record of a number 
of instructive experiments in forms and methods of taxation. 

There is, for example, the equal division of certain rates (e.g., 
the poor rate and such town rates as those for streets and paving, 
general improvements, public health, housing, unemployment, 
and registration)—a plan which has prevailed in Scotland for 
more than two centuries. There is an interesting table on p. 207, 
from which it appears that in Edinburgh the result of this divi- 
sion is that of the total burgh rates two-thirds fall on the occu- 
piers and one-third on the owners. In this connection it may be 
remarked that on p. 196 Mr. Turner observes that “at the begin- 
ning of the period of modern burghal rating . . . the two most 
important general Acts, passed within a few years of one another, 
set up two different methods of rating—the one on occupiers and 
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the other divided equally between owners and occupiers.’’ He 
then points out that the classification of rates in this way—both 
at and since that time—was purely arbitrary, and suggests (p. 
200) that “possibly there was a feeling that it made no ultimate 
difference in incidence ’’ ; whereas on p. 54 he has told us that “‘ all 
rating legislation in Scotland has proceeded on the assumption 
that rates ‘stuck where they fell.’ ” 

A second interesting experiment was the graduation of local 
rates—somewhat on the lines of the Inhabited House Duty— 
which was common in the Scotch burghs a century ago, and 
still continues for the police rate in Glasgow (p. 206); and 
another was the once widely-spread system of a local income-tax, 
which survived in Greenock up to 1880. From some remarks 
in the introductory chapter (p. 8) and on pp. 50-52, it would 
appear that Mr. Turner has convinced himself that a local 
income-tax is an altogether “undesirable method of taxation,” 
and fraught with almost insuperable difficulties. Yet the fact 
that the German cities are able to work such a method of taxa- 
tion with success and little complaint suggests that the experi- 
ence of Scotland can hardly be accepted as conclusive in this 
matter (the case of Lord Chief Justice Campbell has been fre- 
quently quoted in this connection and is quoted again here, but 
proves singularly little for so hard-worked an example). In two 
other forms of taxation also Scotland recalls Continental experi- 
ence; the complaints as to the “petty customs” (pp. 143-150), 
which continued to so recent a date in many of the Scotch towns, 
are identical with the criticisms commonly directed against the 
“octroi” of the French, Italian, and South German towns; and 
the regulations as to statute labour for county purposes 
(pp. 210-213), definitely established in 1669 and continuing, 
though with greatly diminished force owing to the growth of 
commutation until a comparatively recent date, are closely akin 
to those which still form part of the local government law of 
France, and are far from being a dead letter in that country. 

The chapters on the development of rating for poor-relief 
and education are especially interesting to students of social 
history. The growth of a system of general taxation for the 
relief of the poor was much slower than in England, and the 
reliance upon voluntary contributions as the main source of 
revenue continued very much longer than in the latter country. 
Even as late as 1837 only one-third of the Scottish parishes (with 
one-half of the population) were assessed for poor relief, and 
slightly less than one-half of the total available revenue was 
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derived from rates. The remainder came from a number of 
sources—voluntary offerings at churches (but not at dissenting 
chapels ; hence the growth of dissent, and finally the great disrup- 
tion, helped powerfully to bring about financial reform in 1845), 
charges for palls and bearers (frequently a monopoly of kirk 
sessions), fines for immorality, or for breach of promise of 
marriage, and the surplus above 100 marks of sums won within 
twenty-four hours at cards, dice, horse-racing, or other wagers. 
It is noteworthy that, in spite of these efforts to devise sources 
of revenue, the plan of taxing tickets for concerts, theatres, and 
other spectacles (so common on the Continent) is not mentioned ; 
but possibly ‘the yield from such a tax would have been too insig- 
nificant—in Scotland—to be worth the trouble of collection. On 
the other hand, it is an interesting fact (and characteristic of 
Scotland) that attempts at general taxation for the purposes of 
education hegan as early as 1633, and the object was never after- 
wards lost from sight. 

In a final lengthy chapter Mr. Turner describes and criticises 
severely the existing system of Exchequer grants to local authori- 
ties, and to his destructive criticism adds some suggestions 
towards a constructive policy. Reform of local taxation moves 
in the United Kingdom with slow and halting steps, but we may 
hope that it has been Mr. Turner’s good fortune to strike a final 
blow at the existing system, and that in the re-organisation of 
national finances, which cannot without grave danger be long 
delayed, the combined voices of the economist and administrative 


critics may at last receive attention. 
Percy ASHLEY 


Lectures on the Industrial Revolution of the Eighteenth Century 
in England ; Popular Addresses, Notes and other Fragments. 
By the late ARNOLD ToyNBEE. New Edition, together with 
a Reminiscence by Lorp Minner. (Longmans, Green & 
Co., 1908.) Pp. xxxvi., 282. Price 2s. 6d. 


It is a matter of real satisfaction that Toynbee’s literary re- 
mains, including the lectures on the industrial revolution, should 
have been reprinted in a cheap form. ‘To those who know Toyn- 
bee only by what he has written, Lord Milner’s Reminiscence 
prefixed to this volume tells with admirable taste and judgment 
all that can assist them in finding the right point of view. Toyn- 
bee, he truly says, was never meant to write a treatise on political 
economy like Mill or Marshall. It might be added that Toynbee 
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did not approach the subject by the road of the ordinary student. 
“For the sake of religion he became a social reformer; for the 
sake of social reform he became an economist.” On the other 
hand, as Lord Milner adds with equal truth, he had all the 
qualities required for writing a great economic history. The 
“Industrial Revolution” is, indeed, a fragment, but it has that 
quality which makes some fragments more inspiring, more educa- 
tive than many carefully completed works. . An ardent reformer 
who never failed in his reverence for truth and a conscientious 
student who never lost his sympathy with men, Toynbee set an 
example which will be always needed and cannot be too often 
brought to mind. Yet even the “Industrial Revolution” hardly 
gives so vivid an impression of Toynbee as some of the notes 
and jottings on more general themes which are re-printed here. 
“Our delicate, impalpable sorrows, our keen, aching, darling 
emotions, how strange, almost unreal they seem by the side of 
the gross mass of filthy misery that clogs the life of great cities.” 
Equally characteristic, for Toynbee had a healthy sense of 
humour, is the following :—“‘Some people’s minds are like a place 
of public meeting—all kinds of opinions appear there in turn and 


leave it just as they found it, empty and open to every comer.” 
F. C. MONTAGUE 


Co-operation at Home and Abroad. A Description and Analysis. 
By C. R. Fay. (London: P. 8. King & Son. Price 
10s. 6d. 


In devoting some three years of research to the subject of 
“Co-operation at Home and Abroad,” Mr. C. R. Fay has done 
real service to a movement which has, within the last three- 
quarters of a century, permeated the agricultural, industrial, and 
commercial relationships of the workers to an extent scarcely 
realised even by its most ardent followers. Beginning the study 
accidentally, as a phase of the “‘ living side of Economics,” Mr. 
Fay took up the investigation of the subject in earnest as a Shaw 
Research Scholar of the London Schoo] of Economics, from 
1906-8. The result of his work is published in an essay of 400 
pages under the above title, describing and analysing the co- 
operative movement in the United Kingdom, Germany, Denmark, 
Switzerland, Belgium, and Italy. 

In each of these countries Co-operation presents not only some 
well-defined features of organisation, but varying degrees of social 
and economic importance. These differences and complexities 
the writer has admirably brought out in descriptive passages, 
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while seeking, by analysis, to discover the ‘‘ common factors ’’ 
which unite the aims of co-operation, and make it what it un- 
doubtedly is—a movement to be reckoned with in the economic 
regeneration of the world. 

The book is divided into four parts :—Part I., Banks ; Part IT., 
Agricultural Societies; Part III., Workers’ Societies; Part IV., 
Stores.—In all the .parts Mr. Fay has succeeded in reducing to 
well-balanced and coherent proportions an enormous mass of 
intricate detailed information, gathered at first hand as far as 
possible, and a still more difficult mass of ex parte literature. To 
one who knows something of both the quantity and the quality 
of the material with which he had to deal, the achievement 
seems triumphant, and one that should make all future students 
of Co-operation grateful to the writer. 

In an introductory chapter Mr. Fay gives a definition and 
classification of Societies; and in a concluding chapter discusses 
the bearing of Co-operation upon the competitive system, and 
upon Socialism. Both these chapters will bear careful study, 
although probably many confirmed advocates of the movement 
will dissent from the essayist’s conclusions : that Co-operation is 
neither the negation of competition, nor the herald of Socialism. 
The faith of the co-operator in the power of his system to over- 
throw the forces of competition, and to build up a new common- 
wealth, is so strong that he will feel disquieted to find so able a 
student as Mr. Fay conceiving any less comprehensive mission 
for it. But so far as his investigations reveal the true strength 
and weaknesses of the movement, and so far as the future develop- 
ment, either of Co-operation or Socialism, may be forecast, the 
essayist’s conclusions have the warrant of logic. The special 
value of his survey of international forms of co-operation is, that 
we are enabled to focus the movement, not merely as a sectional 
method of commerce, but as an integral part of the business 
life of the people. It is thus brought into due perspective ; outline 
and detail both fall into relationship with the older forms of 
individual competition, and the modern forms of industrial com- 
bination. 

Between certain kinds of combination and certain kinds of co- 
operative society there is no difference of structure, and, in fact, 
some associations of co-operative producers do pass quite insensibly 
into a kartel. But if the co-operative society is true to itself, there 
is a real difference between them, which is one of motives and 
atmosphere. Both, no doubt, seek first and foremost to benefit their 
own members. But, while the combination is an association of the 
strong to become stronger, bold, unyielding, and exclusive, the co- 
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operative society is an association of the weak, who gather together 
and try to lift themselves and others out of weakness into strength. 
Industrial combination is a force: co-operation is an idea (p. 3). 

When an idea, having its being in ‘‘ a common and original 
impulse of man,”’ is seen working simultaneously in many lands 
with the essential function of a beneficent leaven “‘ transforming 
weak ignorance into sympathetic strength,’’ it is not altogether 
profitable to set an arbitrary limit to its future action, however 
greatly tempted by present economic tendencies. 

The course which the evolution of the co-operative idea is 
taking in the primary industry of the world, and its effects upon 
national life, are interestingly traced through a maze of complex 
associative efforts. A right perception of the significance of the 
co-operative principle, as applied to agriculture, is of utmost 
importance at the present moment, and the lessons so opportunely 
drawn by Mr. Fay in his chapters on Credit Banks and Agricul- 
tural Societies—which justly occupy one-half of his book—should 
be of great value to students of the agricultural question in Great 
Britain, where, except for the successful societies inaugurated in 
Ireland by the Irish Agricultural Organisation Society, the system 
of agricultural co-operation is but in its infancy. In the main, the 
most obvious lesson to be drawn from the development of the 
movement, both at home and abroad, would seem to drive home 
the conviction at which both Schulze-Delitzsch and Raiffeisen 
ultimately arrived, namely, ‘‘ that improvement (in the conditions 
of the peasantry) was only possible when it depended upon and 
came from the people themselves.”’ 

As Mr. Fay points out in two particularly interesting chapters 
(X. and XI.), the process of agricultural revolution has, since the 
“application of science to agriculture by Liebig and Thaer in 
Germany, Boussingault in France, and a cluster of lesser names 
in England, changed the balance between Nature and Man in 
the latter’s favour.’’ The trend of European agriculture now is 
towards a system of intensive culture, and includes the encour- 
agement of the small scale farmer and the small allotment holder, 
as against the large scale farmer. Over the greater part of 
Western Europe it is noticeable that ‘‘ cultivating ownership by 
comparatively small farmers is making greater headway than 
any other form of agricultural administration.’’ In Great Britain, 
as in Belgium, a secured tenancy is strengthening the position, 
and to the success of the small scale agriculturist co-operation is 
of vital importance. By means of his co-operative credit bank, 
his societies for supply of seeds, manures, and implements ; his 
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co-operative ownership of machinery, and his sale societies, the 
small farmer, co-operatively organised, becomes the equal of the 
large farmer, and both are ready to combine in a provincial dairy 
or corn society, a national selling federation, and an international 
wholesale association. 

But it is the peculiar and fundamental distinction of the agri- 
culturalist that he retains inviolate his individualistic interest 
in his work ; struggling at close quarters with Nature for the fruits 
of the earth, the farmer is a law unto himself. His area of 
possession and his exertions are alike limited by the boundaries 
of his farm. An organisation imposed upon him from outside 
leaves his interest in association cold. Given access to the land, 
and security of tenure, the small agriculturalist is roused to co- 
operate with his fellows in ways that will economise his resources 
and enhance the value of his labour. 

There is also a fundamental difference between industry and 
agriculture which Mr. Fay emphasises in analysing the distinc- 
tion between the Schulze-Delitzsch type of town bank and the 
Raiffeisen type of rural bank. The small industrialist, for whom 
the town bank was evolved, he points out, 
has no need for a kind of co-operation which does not leave his 
main work of production or distribution to himself. He has need of 
the co-operative town bank, because this supplies him with funds 
with which to operate, and no more (p. 10). 


But the trend of industrialism is not to stereotype the small 
industrialist, but to change the small-scale producer into the large- 
scale producer. Hence we hear complaints that the popular bank 
is losing its early ideal and its hold on the small worker, and 
‘that the management is getting into the hands of big men.”’ 
This complaint, which voices dissatisfaction and criticism, both 
inside and outside the movement, is due, the writer thinks, more 
to the nature of industry than to actual loss of ideal. 

It is not that big men are capturing and driving out the old 
members, but that a growing percentage of the original small 
members is becoming big. Sehulze-Delitzsch secured the position of 
the small industrialist under the new conditions of modern industry 
by supplying his chief want, namely, ready capital. But he could 
not secure that he should remain small if opportunities for expansion 
offered themselves (p. 41). 

Workers’ Co-operation and the Store Movement.—When we 
come to the workers’ societies and the store movement, we again 
reach different types of co-operators, approaching the act of 
mutual support from fundamentally different standpoints, but 
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with the same common ideal—the union of the weak in an effort 
to become strong. 

Associations of small producers, as in the German Hand- 
werkgenossenschaften, start and end as independent producers ; 
they are on the margin of the modern industrial stream, and they 
are apt to become stranded and left behind in the sweep of the 
tide. ; 

The workers’ society, on the other hand, ‘‘ is within the area 
of modern industry.’’ The type appeared both in England and 
in France in the years of industrial discontent as ‘‘ the bold, 
passionate response, wrung from the unsubmissive souls of those 
who have tasted and found the water bitter.’’ To English students 
the struggles, failures, and tardy revival of these societies at home 
and abroad are invariably charged with keenest interest. The 
story owes much, of course, to the personality of the Christian 
Socialists, the pioneers of English productive societies, and to 
Louis Blanc, the pioneer spirit of the State workshops in France. 
Important differences in structure, however, exist between the 
societies in England, France, and in Italy, where, since 1880, a 
vigorous and interesting development has taken place. The five 
chapters of Part III., devoted to workers’ societies, adequately 
define the strength and the weaknesses of this form of co-opera- 
tion, which has caught the attention and inspired the enthusiasm 
of some of the besti type of co-operators. 

In this connection, Mr. Fay discusses once again the well- 
worn controversial theme of ‘‘ profit-sharing.’’ He sifts with 
patience and fairness the confused arguments and unequal logic 
that has been brought to bear upon the subject by ardent con- 
troversialists, and he carries his readers to the present standpoint 
of the most intelligent advocates of the system, viz.— 

Special remuneration to labour as a stepping-stone to membership, 
membership as a status for the more responsible exercise of functions 
of organisation and control, the exercise of these functions as the 
essence and end, this is the true interpretation of profit-sharing in 
the society of working-men producers (p. 265). 

This analysis does not, of course, exhaust the controversial 
quality of the theme: there still remains the further disputed 
question as to the course co-operative production shall take under 
the store movement—which is the special success of British 
co-operation, and its best known manifestation. Although the 
bitterness of the past dispute, when there were giants of debate 
like George Jacob Holyoake and J. T. W. Mitchell in the fore- 
front of the battle, has given way to more tolerant argument— 

















592° THE ECONOMIC JOURNAL [DEC. 


and even some attempt at rapprochement between the two sides 
of the movement—the difference remains fundamental. The 
co-partnership society approaches co-operation from a vitally 
different base from that of the distributive society. “The workers’ 
society stands for a system of production, in which the position 
of the worker is the primary object of consideration.’’ In the 
store movement the consumer is the unit ‘‘in a co-operative 
commonwealth unrestricted in size, but with its workers probably 
excluded from its benefits except as consumers.’’ 

These are the conclusive definitions at which all students of 
the movement must necessarily arrive, but they do not bridge 
the severance, nor amalgamate the two forces into one. Sooner or 
later the comparatively small workers’ society comes into actual 
collision with the large and powerful consumers’ federations, and 
the impact is likely to have tragic effects upon the workers’ organ- 
isation. 

But, in the ultimate struggle for supremacy, it does not abso- 
lutely appear that the store movement, as expressed in its whole- 
sale federation, will be allowed to use its giant strength in arbitrary 
annihilation of the workers’ society. Its destiny, as the most wide- 
reaching and democratic expression of the co-operative idea, and 
that nearest to the “socialist conception of industrial structure,” 
is the impetus which is carrying forward the consumers’ type of 
co-operation to the mastery. The danger to the commonwealth 
arises, not when a share in the profits is denied to the workers 
in the wholesale boot factory, or when a productive society is 
absorbed, but when men, democratically elected to serve the 
movement on the directorate, seek to acquire for their organisa- 
tion the qualities of an autocracy. 

Mr. Fay notes that the special significance of the British 
store movement is its expansion in the direction of wholesale 
federation for purchase and production. It hardly appears, how- 
ever, that he has given sufficient weight or prominence to the 
other special feature of co-operation in Great Britain, namely, its 
almost complete organisation under the Co-operative Union. No 
doubt his chief concern was to show, as he does admirably in 
chapters IV., V., and VI. of Part ITI., the economic, social, and 
industrial significance of the movement in its relationship to 
industry at large ; but it is strange to find merely passing refer- 
ences to the Union. If, as it would seem to his dispassionate 
survey, the Union has become a subservient auxiliary to the whole- 
sale federation, then it behoves the movement to beware of a 
real danger to its moral force. 
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The Co-operative Union, with its standard of model rules, its 
network of district and sectional conference organisations, its 
educational and propagandist agencies, and its annual parliament, 
stands for the co-operative conscience, and if it appears to so keen 
an analyst as the essayist that its conscience is attuned mainly 
to commercial expansion, then it is time a revival took place. 

This is perhaps the most serious criticism that need be brought 
against Mr. Fay’s thoughtful and compact contribution to co- 
operative literature. We are so accustomed to the brilliant special 
pleading of George Jacob Holyoake, Beatrice Potter (Mrs. Sydney 
Webb), and other less sparkling but none the less partial advo- 
cates in Britain, of Dr. Friederich Miiller in Germany, and of 
Dr. Hans Miiller in Switzerland, that the studied aloofness of 
Mr. Fay’s style will give confidence in the clearness of his vision. 
His has been no propagandist mission, but his work will add 
greatly to a better understanding of this great and progressive 
movement towards the equalisation of wealth, and the uplifting 
of the common people. 

The work should be read with attention by all who are inter- 
ested in sociology; its value to the student is increased by an 
appendix on co-operative law, a note on French law, a useful 
bibliography, and a glossary of German terms, translated for 
English readers. 

CATHERINE WEBB 


Industrial Peace and Industrial Efficiency. Proposals submitted 
by Sir Christopher Furness, M.P., to a Conference of Trades- 
Union Representatives. Small 8vo. Pp. 40. (West Hartle- 
pool, 1908.) 


State Regulation of Labour and Labour Disputes in New Zealand. 
A Description and a Criticism by Henry Broadhead. 8vo. 
Pp. 230. (London : Whitcombe and Tombs, 1908.) 


Report to the Secretary of State for the Home Department on the 
Wages Boards and Industrial Conciliation and Arbitration 
Acts of Australia and New Zealand. By Ernest Aves. Folio. 
Pp. 226. (London: Wyman and Sons, 1908.) 


THESE three publications, although they are of recent date, 
will, we think, recall to the informed observant reader a general 
moral with which his previous studies must have made him toler- 
ably familiar. That moral may find expression in the dictum 
that the methods of social reform are not one but many; 
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or the same broad truth may be presented in another guise in 
the entertainment of a reasonable distrust of the absolute efficacy 
sometimes attributed to some single sovereign remedy for 
economic ills. For the problems handled by the three authors 
are so far similar that all are concerned alike with the preven- 
tion of industrial conflict and with the preservation of industrial 
peace; and yet they approach the question from different sides 
and arrive at varying conclusions and results. 

The remarkable speech delivered by Sir Christopher Furness 
at West Hartlepool on the 7th of October last, contains the 
clearest, most practical, and most convincing exposition of the 
respective functions and mutual relations of the several members 
of that “trinity” of “Capital, Enterprise, and Labour” which, 
he says, represents the “active forces of the industrial world” 
that we remember to have seen in the whole range of economic 
literature. The plain, definite conviction is here expressed that by 
some kind of profit-sharing the most solid guarantee can be secured 
for the maintenance of an industrial harmony which will be 
compatible with industrial efficiency. He has spoken with effect ; 
for his proposals have won the approbation of those to whom they 
were addressed. The trade unionists of the district have not 
indeed—and we imagine that he hardly anticipated that they 
would, and was not, if we read his speech aright, very desirous that 
they should, follow this alternative—embraced his offer that they 
should take over at an equitable price the whole responsibility of 
managing for themselves the important undertaking of which he 
is the chairman. But the representative leaders whom he ad- 
dressed agreed to recommend to their constituents the adoption 
of his other plan, by which the actual workmen would become 
shareholders in the enterprise without interfering in the direction 
of the business, and would accept the indispensable condition of 
an entire abstention from the weapon, offensive or defensive, of 
the strike, so often and so lightly used in recent years with such 
calamitous results of constant irritating friction between master 
and men, and of the costly sacrifice of much remunerative trade. 
Sir Christopher’s scheme, so lucidly set forth in this instructive 
speech, presents a feature which, so far as we are aware, is a 
novel characteristic of industrial partnership, as heretofore con- 
ceived or practised. He is willing that on his new “ Works Council,” 
which is to bring and keep employer and employed in close con- 
tinuous friendly contact, some trade union officials, as such, 
should sit, as well as workmen actually engaged in the employ- 
ment of the firm. For that reason alone his experiment will be 
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watched with interest, and this particular proviso is in complete 
accord with the general tenor of his whole discourse. That is in 
truth a noteworthy utterance, outspoken and direct, which, while 
it does not flatter those to whom it has been addressed, yet shows a 
genuine appreciation of their sterling qualities, and betrays withal 
a shrewd perception of the manner in which they should success- 
fully be approached. No sane reformer, we imagine, can do aught 
but wish well to a plan which has been so carefully thought out, 
so opportunely broached, and so auspiciously received; and we 
would unreservedly commend the authoritative statement of the 
scheme to the attention of all who are interested in social and 
in economic progress. We believe, indeed, that economic 
theorists, equally with practical reformers, may learn from these 
pages how to express ideas with which they have for long been 
familiar with fresh effect. 

Sir Christopher Furness has been induced to try his notable 
expedient by the harassing experience of the continuous strife of 
recent years, which, in his words, has caused a “crisis excep- 
tionally grave ” in the shipbuilding industry. He speaks, of course, 
from inner knowledge of the affairs of that particular department 
of business life ; but few detached observers of the conspicuous in- 
cidents of the past few years in other regions of the industrial 
world of England can fail to have been somewhat disquieted by 
unwelcome circumstances which have occurred. They seem cal- 
culated to shake the sanguine hopes formed previously with reason 
of the increasing prevalence, the better adaptation, and the en- 
larged success, of pacific methods for preventing and adjusting 
differences between employers and employed. The protracted 
quarrel in the engineering trade of the north-east coast conducted 
by the men against the counsel of their leaders, and the later 
dispute in the cotton-spinning industry of Lancashire, where one 
section of workers was ready for peace while another insisted 
upon war, are not, it must be admitted, encouraging omens 
for the future. And those who believe in the advantage and the 
efficacy of those voluntary methods for securing amicable arrange- 
ments between masters and men, in which this country has for 
some while past set a conspicuous example, may have felt latterly 
that their faith has been exposed to a test of fresh severity. 

But they will, we think, be strengthened and not weakened in 
their creed by the perusal of the two other publications placed 
at the head of this review. They may thus be encouraged to 
conclude that Mr. Winston Churchill, as President of the Board 
of Trade, in the memorandum issued to Chambers of Commerce 
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and to employers’ and workmen’s associations a short while since, 
explaining the new apparatus which he was adopting for setting 
up a standing Court of Arbitration, ready to act whenever needed, 
and nominated from three panels he has formed—one consist- 
ing of persons of “eminence and impartiality,” who would be 
the chairmen, the second of persons drawn from the “employer 
class,” and the third of persons “similarly drawn from the class 
of workmen and trade unionists’”—has done wisely, in accord 
with English instinct and tradition, in not departing “in any 
respect” from the “voluntary permissive character” of the Con- 
ciliation Act of 1896. He has taken, indeed, a new step in advance 
which may prove serviceable and acceptable ; for he has supplied 
a suitable machinery which will be known to be in readiness for 
prompt use. But, as he says, the Court (which will consist of 
three or five members) will only be called into being if, and in 
proportion as, it is actually required. 

For what are the lessons contained in the full and fresh 
accounts given by Mr. Aves and Mr. Broadhead of State 
arbitration in Australasia? Mr. Broadhead entitles his book 
expressly “State Regulation of Iuabour and Labour Disputes in 
New Zealand,” and a considerable portion of Mr. Aves’ report 
is devoted to the Wages Boards of Victoria. But this enlargement 
of the subject is not without significance in connection with 
the matter with which we are now more immediately concerned. 
For, in effect, the system erected in the colony of New Zealand 
for the ostensible object of hindering industrial strife has been 
employed—whether advantageously or not we need not now 
inquire—to achieve larger social aims, such as the establishment 
and enforcement of a minimum wage, or the prevention of sweat- 
ing, or the preferential encouragement of organised labour, 
united together in combinations, in place of individual labourers— 
and, where industrial arbitration has been invested with the sanc- 
tion of the State on the main continent of Australia, these objects 
have been more plainly evident and more openly avowed than 
in New Zealand. 

In Mr. Aves’ report, those who are interested in pro- 
posals recently put forward in this country to mitigate or to 
abolish the evils understood—perhaps with some vagueness—by 
the generic name of sweating, will find much instructive informa- 
tion carefully recorded on the effects in Australia of those Wages 
Boards of which they think an experimental trial should now be 
made here in certain industries conspicuous for low payments and 
long hours and insanitary conditions. But it is to be noticed that, 
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as he states, the home-work, which furnishes the crux of the diffi- 
culty in Great Britain and in Ireland, hardly exists at all, and 
in any case is not a serious factor of the situation, in Australasia ; 
while, like most honest and alert observers of social phenomena, 
he has found it by no means easy to ascertain, in the presence of 
possible disturbing causes, the precise operation of the Wages 
Boards in connection with various matters of importance, or to 
reproduce with exact fidelity the general drift of opinion in 
different classes or in the community as a whole on their good or 
bad effects. There are also some broad considerations which 
must be borne in mind in any comparisons which may be insti- 
tuted between the Australasian colonies and Great Britain ; and 
those considerations apply with additional rather than diminished 
pertinence to the question of labour disputes. Not only is the 
industrial region in which these experiments have been tried of 
small magnitude, but the experiments themselves have been 
conducted hitherto under favouring conditions. Wages have 
been tending upwards, and not downwards ; and as respects those 
female workers, who form the bulk of the underpaid wage-earning 
classes of this country, in Australia and New Zealand there has 
been a dearth and not a plethora of such labour. The market 
influences, accordingly, have inclined in their advantage. The 
time of real trial, it would seem, has not yet arrived; and never- 
theless in New Zealand, at any rate, pronounced murmurs of 
dissatisfaction with the decisions of the Court of Arbitration 
when they have not precisely coincided with their wishes have 
been heard among the working classes, and even strikes have not 
been unknown. : 

But the significant lesson which in our opinion can be drawn 
from this concrete experience of the official regulation of labour 
disputes is somewhat different. It is, we think, brought out 
unmistakably in Mr. Broadhead’s narrative, supplemented as 
that is in many instances by the actual text of the judgments 
delivered in the Court, of the operation in practice of the system 
introduced by Mr. Reeves in 1892. Although he has, we think, 
conspicuously succeeded in the aim recorded in his preface of 
furnishing a “comprehensive ” view of the working of compulsory 
arbitration in New Zealand, we should hardly allow without 
making some reserve that he can be regarded as “unprejudiced.” 
But nevertheless he does supply chapter and verse for his state- 
ments ; and many of them are confirmed generally by Mr. Aves. 
Of some conclusions at which he arrives we can feel no doubt ; 
and they are not the least significant. That the Board of Concilia- 
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tion, which were supposed to play the largest réle in the 
machinery provided, have failed to succeed is virtually admitted 
by recent reforms that have been projected. In this country, 
however, the work of such conciliatory committees has bulked 
most prominent in the history of industrial peace ; while in New 
Zealand the Court of Arbitration, invested with compulsory 
powers, which was originally contemplated as occupying a position 
in the background, only to be invoked when the Boards had 
failed, has thrust them forcibly from their place. Nor has its 
infelicitous unintended influence ended there; for it is impos- 
sible, in the face of facts, to question Mr. Broadhead’s pertinent 
contention that the creation of disputes has been stimulated and 
suggested by the particular machinery provided for their settle- 
ment. In this country, again, by contrast, the most useful 
work done through the voluntary arrangements in existence has 
lain in the prevention rather than the settlement of quarrels, and 
in the adjustment of minor differences which might otherwise 
lead to more extensive strife. This result of the New Zealand 
legislation, which cannot, we suppose, have been foreseen by its 
originators, is connected with a further noticeable fact. For noo 
one can read the interesting judgments on many points of great 
importance which Mr. Broadhead has quoted at some length 
without observing how necessarily a trained judge presiding in 
a court brings a legal habit of mind to bear upon the questions 
placed before him. He tries to find the true construction of the 
statute or the statutes in pursuance of the provisions of which the 
tribunal on which he is sitting was first constituted; and it is 
impossible in actual fact for proceedings so conducted to allow 
full room for that mutual “give and take” which may fairly be 
described as the essential and the wholesome feature of voluntary 
informal methods. The consequence seems to have ensued in New 
Zealand that the machinery of compulsory arbitration has been 
used, for instance, largely for enforcing those conceptions of the 
preferential treatment of trade unionists to which we have 
alluded, and that employers and employed have found themselves 
unwittingly involved in legal meshes as the outcome of awards 
of which they themselves have been ignorant. 

And thus the moral is suggested that in this case we have a 
fresh example of the unexpected issues which may proceed from 
the most admirable intentions. In our opinion, at any rate, 
the actual experience of compulsory arbitration in New Zealand 
may give pause to those who advocate the imitation of the 
particular expedient in our country. Voluntary methods may, 
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we allow, have their own defects, but they are comparatively free 
from the technicalities, the precedents, and the rigidity which 
must, it seems, intrude before any considerable length of time 
has passed into legal procedure and judicial investigations and 
decisions. The cutting of the “Gordian knot” by State compul- 
sion is thus not without its special disadvantages ; and methods 
apparently incomplete may be, in fact, attended by a larger 
measure of real success than systems which have seemed, on 
paper, to be more perfect. 
L. L. PRIck 


Dictionary of Political Economy. Edited by R. H. Inatis 
PALGRAVE, F'.R.S. (London: Macmillan and Co., 1908.) 
Appendix. Pp. 223. Price 2s. 6d. net. 


THE fourteen years that have elapsed since the publication 
of the first of the three volumes of Mr. Palgrave’s Dictionary 
have witnessed not a few changes in the position of economic 
theory. It was a happy enterprise, therefore, to produce this 
Appendix, not only for the purpose of filling such gaps as there 
were in the original work, but to take account of the changes 
and developments which these fourteen years have seen. 
Naturally, considering how exhaustively the whole field had 
already been covered, the present work deals less with the strict 
science of political economy than with the lives of various of 
its professors, and with the different branches of applied economics 
—statistical, social, and political. The editor has thus had a 
wide field to choose from, but he has not failed either 
in his power to comprehend or-to select. Nothing seems to 
be missing that one would have there, yet nothing that is 
there appears to be out of place. 

As in the previous volumes the author has been happy in 
the number, the quality, and the selection of his contributors. 
He has not confined himself to the ranks of economists pure and 
simple, though there are few of any prominence whose assistance 
he has failed to secure, among them being some of the most dis- 
tinguished of foreign economists, notably Professor Seligman 
and M. Gide.  jBut in addition to this there is scarcely a 
Government office that is not represented on the list of con- 
tributors, and Mr. Palgrave has been able to procure the services 
of many of the ablest public servants, whilst politics are well 
represented by Viscount Milner and the Postmaster-General. 
The editor himself contributes several able articles which are not 
ss 2 
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by any means the least valuable part of the book, and to support 
“these chiefs of various fame” he has gathered a solid battalion 
of the “private soldiers” of Political Economy. 

Turning to the matter that has been contributed, first mention 
may be made of the large number of biographical sketches. In 
this way the author has been able to make good one of the few 
omissions of the main volumes of the Dictionary. Most of these 
biographies deal with less-known economists both in England and 
abroad, men who “laboured during the days when the teaching of 
Ricardo and James and John Stuart Mill was supreme,” and 
who, in this country at least, “have been in some instances but 
imperfectly recognised, owing to the fact that their opinions were 
not in harmony with the orthodox teaching of the day.” Death 
too has, since 1899, deprived political economy of some of its 
most illustrious sons, and of one or two writers whose reputation 
rests less on their work in this field than in others—notably 
Herbert Spencer and John Ruskin. Most of this part of the 
book, especially in the case of the foreign economists, is of neces- 
sity confined to the shortest of notices: but these will at least 
be a guide to students as a starting-point for more detailed treat- 
ment and fuller investigation. 

No recent development in economics has been more marked 
than those that have taken place on its mathematical and statis- 
tical side : a fact that the editor has not failed to recognise. For 
he has included a number of short paragraphs defining and describ- 
ing the most important of the new methods and ideas. Such 
are those on the ‘ Weighted and Unweighted Average,” “Inter- 
polation,” “The Frequential Mean,” “The Median,” and “The 
Unbiassed Error”; though it is perhaps a pity that it has not 
been possible to devote a larger space to some of them. In the 
domain of practice there are articles, like that on “Income Tax 
Statistics’ and “Silver Production,” which are a continuation of 
contributions to the previous volumes. But the most important 
of all is undoubtedly Mr. A. L. Bowley’s “Changes in Wages 
Real and Nominal in the United Kingdom since 1850,” in which 
statistical tests are utilised in the attempt to solve this peculiarly 
difficult problem. 

In dealing with present-day questions the editor exhibits both 
boldness and catholicity ; and has not been afraid of overstepping 
the strict limits of his subject. There are many articles dealing 
with the working of various Acts of Parliament, such as the 
Agricultural Holdings Act, or with such investigations as the 
Census of Production, or with departments like the Com- 
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mercial Intelligence Department of the Board of Trade. More 
interesting, if not more important, are the problems of the present 
day which the editor has selected for treatment. ‘The Unem- 
ployed” and “Old Age Pensions” are dealt with by Prof. Chap- 
man, and “The Tariff Reform Movement” by Mr. C. A. Vince. 
There is, too, an article of great power on “Colonial Policy, 
Recent Developments,” from the pen of Viscount Milner, an 
article that is, perhaps, the most interesting and suggestive in 
the whole volume. Indeed, it is because of articles like these 
that the editor has done so well to leave occasionally the beaten 
track. 

But among modern problems that of Economic Education 
must have no small place in the thoughts of every student of 
economics : and Mr. Palgrave has devoted special attention to 
this. He himself has contributed the article on the Faculty 
of Commerce in the University of Birmingham, and a sympa- 
thetic and suggestive sketch on the need for trained inquiries 
into social conditions. A very valuable collection of sketches 
on economic libraries is given by Mr. C. W. Andrews, and three 
of the most illustrious economists of to-day—Professors Marshall, 
Edgeworth, and Seligman—deal with the teaching of the science 
at Cambridge and Oxford Universities and in the United States. 
Such full treatment of economic education is perhaps the most 
acceptable part of the whole Appendix, though it is all of un- 
doubted value. In some respects the editor has not had a wide 
field for his operations, but he has so organised and arranged 
his material as to produce a most useful volume, as well as a 


very necessary appendix to his main work. 
N. B. DEARLE 








NOTES AND MEMORANDA 


THE STATE IN ITS RELATIONS TO TELEGRAPHS AND 'TELEPHONES 


In the United States telegraph and telephone business is not, 
as it is in European countries, a monopoly of the Government. 
There is a Post Office which deals very efficiently with the 
‘mail matter’’ of the country, though the service is carried on 
at a loss. It is an inheritance from the days when George III. 
was King and Benjamin Franklin was his Postmaster in Phila- 
delphia. Its functions have been little extended since those 
days. It has no parcel post, no money orders or postal orders, 
no savings bank, and no telegraphs. All these branches of busi- 
ness, which in Europe are inseparably associated with the post 
offices, are conducted by private enterprise. Similarly, there has 
been little development of municipal undertakings. The cor- 
porations in many cases control the water supply, but public 
lighting, street railways, and tramways, telephone exchanges, 
and the supply of electric and hydraulic power are ail in the 
hands of companies. The prevalence of typhoid in the cities, 
and a distrust of municipal purity, have until recently checked 
any enthusiasm for city undertakings, but within the last few 
years rumours of the wonderful success of such business in this 
country, and especially in Birmingham and Glasgow, have led 
to a new movement for similar undertakings in the United 
States. The large profits derived by companies from the business 
of public supply, the goodwill of which seems to belong to the 
public, have excited the cupidity of social reformers, and in many 
cases the treatment of their customers by these companies has 
led to a wish to deal with bodies more amenable to public opinion. 
Of this movement Chicago has been the centre. The Corpora- 
tion of Chicago is an active and intelligent body. They have 
sent representatives to study municipal enterprise in Europe, and 
a representative of the Glasgow Corporation was invited to visit 
Chicago. On the other side the champions of commercial enter- 
prise have not been less active, 
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In this controversy Mr. Hugo Meyer, sometime assistant- 
professor of Political Economy in Chicago, has taken a leading 
part. He lately published an important work containing an 
elaborate study of Municipal Ownership in Great Britain, and a 
book on Government Regulation of Railway Rates. He has now 
added to the series two books on British State Telegraphs and on 
Public Ownership and the Telephone in Great Britain. The 
latter book has a special significance, because the City Council 
of Chicago recently appointed a special commission to investi- 
gate the proper conditions for its telephone service. The ‘‘ fran- 
chise’’ of ‘‘ the Bell Telephone Company ’’ was about to expire, 
and a new company, with cheap rates and public regulation was 
projected. The Council in September, 1907, decided to renew the 
franchise of the existing company after an examination of the 
financial and technical position. The new franchise contains an 
agreed scale of reduced charges and other provisions favourable 
to the public, but the decision is a great triumph for the school 
represented by Professor Meyer. Local telephone business can 
be conducted within a moderate area, and offers great attractions 
to municipal enthusiasts. Telegraph business, on the other 
hand, reaches from city to city and from State to State, and 
could never be undertaken by any public authority except the 
Federal Government. The jealousy of the State Governments 
would make a Federal system practically impossible in ‘‘ the 
United States,’’ but it is Professor Meyer’s aim to prove that no 
public authority, whether national or local, has ever undertaken 
such a business with real advantage to the public, and the case 
of the British State telegraphs has therefore to be included in 
the indictment of public ownership. 

Professor Meyer makes three main charges against the British 
system. The first is that the Conservative Government of 1868 
hurried through Parliament the Act which enabled the Post Office 
to purchase the telegraphic business of the telegraph and railway 
companies in order to secure the credit of such a popular measure 
before facing a General Election, and that the official statements 
used to justify the proposal were misleading, both as to the 
results of Government systems of telegraphs on the Continent, 
and as to the financial possibilites of the business in this country. 
The second charge is that the Post Office telegraph system, espe- 
cially in the early years after 1870, was extended on an uncom- 
mercial basis to many small and remote places under political 
pressure, and that this disregard of proper financial considera- 
tions was especially shown by Parliament in the reduction of the 
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minimum charge from one shilling to sixpence in 1885. The 
third and most serious count is that a public department under 
the control of a Minister is subject in England to such constant 
and unreasonable interference by the House of Commons that it 
is impossible to secure either efficiency or proper discipline among 
its staff. The best men cannot be promoted, and the bad ones 
cannot be punished. Moreover, the voting power of the very 
large body of Post Office officials and their friends is sufficient 
to exact from Parliamentary candidates pledges to support exces- 
sive demands for the increase of wages and for the improvement 
of the other conditions of service without regard to the conditions 
of similar work outside the Government service, or to the effect on 
the telegraph revenue. Professor Meyer does not, however, make 
the charge usually made against Government services, that the 
general management is inefficient and conservative as compared 
with the management of commercial companies. 

In an examination of these charges credit must be given to 
Professor Meyer for the thoroughness with which he has examined 
his authorities and for the accuracy of the statements on which 
his arguments are based. His inferences, however, are some- 
times questionable, and he is frankly a partison. He is not 
concerned to discuss both sides of the question, but merely to 
state the arguments against a case which public opinion is apt to 
regard as beyond discussion. It may be that the Government 
in passing the Telegraph Act of 1868, to enable the Post Office 
to buy the business of the companies, did not make a scientific 
investigation of the subject. Possibly, also, the official state- 
ments on which the Act was based, which were mainly the work 
of one man, Mr. Frank Scudamore, an official of great brilliance 
but impatient of details, may have interpreted too optimistically 
the results of the Government telegraphs in France, Belgium, 
and Switzerland, and may also have represented too unfavour- 
ably the telegraphic results of commercial enterprise in this 
country. On the other hand, it cannot be denied there was a 
strong force of public opinion in favour of the change. The high 
charges of the companies, the division of the country between 
competing systems which did not interchange traffic, and the 
reluctance of the companies to make extensions on which an 
immediate profit could not be realised, were all unnecessary 
obstacles to the use of telegraphs. It may be that uncertainty 
as to the intentions of the Government for some years before 
1868 helped to produce these conditions. Possibly also the 
demands of the railway companies as freeholders of the easiest 
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telegraphic routes, burdened the operations of the telegraph 
companies, but, nevertheless, there was a clear field in the ’six- 
ties for large extensions under unified management with capital 
bearing only 3 per cent. interest instead of a 10 per cent. dividend. 
The technical side of telegraphy had then become sufficiently 
standardised to make fairly exact calculations of the cost of 
construction and working easily possible. 

If there was an adverse balance of revenue and expenditure 
for ten years after the purchase of the telegraphs in 1870, yet 
there were large items of public advantage to be taken into 
account. The charges of the companies, which varied from 1s. 
to 2s. for twenty words in Great Britain, and reached 6s. for 
twenty words to Ireland, were reduced to a uniform rate of 1s. 
for twenty words, with free addresses. A very cheap rate for 
Press messages was also given, which, although to some extent 
a bribe to the Press, has greatly assisted the progress of provin- 
cial journalism. The railways also enjoyed valuable free message 
privileges, which, although a burden on the telegraph service, 
have assisted in the development of their local traffic. More- 
over, the telegraph system, which had previously been available 
only in the larger towns, was extended rapidly to about 2,000 
additional offices, with the result that at the end of the year 
1872-3, the third year of Post Office working, the number of 
telegrams had increased to 15,000,000, or three times the number 
in 1869. This growth in offices and messages was steadily main- 
tained for many years. In spite of the expenditure involved in 
these extensions, many of which were paid for out of revenue, 
the receipts from the service in 1880-1 were sufficient to pay 
not only the ordinary working expenses, but also the interest 
on the whole capital expenditure of about £10,000,000. In 1885 
this happy condition was altered by the reduction of the ordinary 
rate to 6d. for twelve words, and great concessions have since 
been given, such as the extension of the radius of free delivery 
to three miles. This lower rate, coupled with the extension of 
the system to remote parts of the kingdom, involving re-transmis- 
sion at two or three offices in many cases, with a corresponding 
increase in the cost of working, has involved a loss on the service 
which has been accentuated by two new conditions. These are 
the loss of short-distance traffic, due to the increasing use of tele- 
phones and the rise in the cost of the staff due to increased 
wages. ‘The telegraph service has had to be subsidised by the 
Exchequer, but the money so expended has been represented by 
valuable facilities for communication, especially in the rural and 
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outlying parts of the kingdom. For the purposes of administra- 
tion it is no doubt better that each service should be on a com- 
mercial footing, but nevertheless it is misleading to treat the 
additional expenditure on the telegraphs merely as a burden on 
the taxpayers. 

The third part of Professor Meyer’s indictment is the most 
serious. Parliament has often influenced the work and finances 
of the Post Office in the interests both of individuals and of 
classes of the staff without regard to the requirements of business 
management, and, if this condition is to be regarded as _per- 
manent, the most pessimistic views would be justified. There 
is undoubtedly a real risk in the exercise of political pressure by 
large and organised bodies of Government servants. On the 
other hand, it may be suggested that the conditions of State 
employment are in process of evolution. ‘The simple organisation 
of the Post Office staff of fifty years ago has been proved insufficient 
for the management of a staff which now numbers some 200,000 
persons. The action of Parliament has, after all, been taken 
to secure fair treatment for individuals and proper pay and work- 
ing conditions for classes. This action has often been taken 
without real knowledge of facts. On the other hand, it has 
enforced a scrupulous attention to the controi of the staff, and 
is producing a more scientific organisation. It may be hoped 
that in the future this organisation may be so adjusted to the 
requirements of the work as to secure efficiency and economy 
without disregard of the duty of Government in the improvement 
of the general standard of living. 

In dealing with the telephone service, Professor Meyer’s 
chief complaint of State action is based upon the treatment which 
the National Telephone Company and its predecessors have 
received at the hands of successive Governments. In 1880 the 
Postmaster-General, after declining to purchase the ‘“‘ Bell’’ 
patents, obtained a legal decision that the working of public 
telephone systems was covered by the Post Office telegraphic 
monopoly, established by Parliament in 1869. In 1881 licences 
were granted to the United Telephone Company and other tele- 
phone companies to establish exchanges in certain restricted 
areas, subject to the payment of a royalty of 10 per cent. of their 
gross proceeds, in order to protect the telegraph revenue. In 
1884 new licences were granted to the companies giving them 
the right to transact telephone business, without restriction of 
area, all over the United Kingdom. In 1892 the National Telephone 
Company, which had absorbed all the others, agreed (practically 
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under compulsion, according to Professor Meyer) to sell to the 
Post Office its trunk lines between the chief towns in the United 
Kingdom, and to restrict its business within local areas described 
in the agreement. This bargain was completed in 1896, and the 
trunk lines were handed over to the Government. In 1898, after 
considerable public agitation, a Select Committee of the House 
of Commons recommended that competitive licences should be 
granted to municipal authorities. This policy, according to Pro- 
fessor Meyer, was a breach of a virtual promise of protection 
against competition given by the Government as a part of the pre- 
vious bargain, but it was put into effect by the issue of about a 
dozen licences during the next few years. In 1901 the Post Office 
also began to establish a competitive exchange system in London, 
and shortly afterwards concluded an agreement with the National 
Telephone Company to combine the new London system with 
that of the company, and to purchase the company’s plant on the 
termination of its licence in 1911. In 1905 the Post Office made 
a further agreement with the company to purchase the remainder 
of its plant in 1911 on ‘‘ tramway terms,’’ that is to say, at the 
cost of reconstruction less an allowance for depreciation. 

It is no doubt true that much difficulty has been caused by 
the frequent changes of Government policy in relation to tele- 
phones, but this has been only one factor in the result. Professor 
Meyer compares the enormous development of the telephone 
system in the United States, where it is subject to no Govern- 
ment restrictions, with the moderate development in Great 
Britain, and asserts that the sole reason for the difference is the 
interference of the State with commercial enterprise. He forgets 
however, that in the United States there were the same troubles 
and the same complaints as in this country in connection with 
the commercial telephone system, and that telephonic history in 
the two countries has presented almost exactly the same features. 
The absence of Government control has, no doubt, increased the 
opportunities for competition, and has thereby greatly assisted 
development, but the encouragement of competition is one of the 
points in the action of the British Government of which Pro- 
fessor Meyer chiefly complains. He also forgets that in a new 
country there is a field for new appliances and new means of 
communication which does not exist in an old country with a 
settled social and commercial organisation. 

The licences granted to the telephone companies in 1884 were 
settled by Mr. Fawcett. He held the view that it was better 
for freely competing commercial companies to develop new inven- 
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tions than for a Government department, hampered by Treasury 
restrictions, to attempt to do so. His policy of fostering com- 
mercial competition was, however, defeated by the patent mono- 
poly established by the United Telephone Company, who acquired 
both the “‘ Bell’’ and ‘‘ Edison’’ patents. From 1884 to 1892 
the United Company and its offshoots. had a perfectly free hand 
in the development of the telephone business, but they held a 
monopoly protected by patent rights, and their business methods 
were such as to call forth bitter public complaints. 

The Bell Companies in the United States, which also held a 
patent monopoly till 1894, were then noted for their unprogres- 
sive spirit. Their charges were high and their exchange systems 
were inefficient. The number of telephones in use was less 
than one-tenth of the present number. Their relations with the 
public were so bad, and their service so insufficient, that as 
soon as their patent rights expired a storm of competition burst 
upon them. It is this storm of competition which has trans- 
formed them into an enterprising and efficient undertaking, and 
not the absence of State control. Similarly in this country the 
competition both of the municipalities and of the State since 
the year 1901, of which Professor Meyer complains, has in reality 
evoked the energy and the zeal for extension and improvement 
which have made the National Telephone Company such a suc- 
cessful undertaking. 

Professor Meyer is on safer ground in comparing the ineffective 
results of municipal telephone enterprise with those of the 
National Telephone Company. Tunbridge Weils, Glasgow, 
Brighton, and Swansea instituted competitive systems, which for 
good reasons they have since sold, either to the Post Office or to 
the company. Hull and Portsmouth alone maintain their sys- 
tems, which, however, furnish only about one-third of the service 
in each town, and are now practically unprogressive. It is a 
question, nevertheless, whether such results are necessary in 
municipal telephone systems. The agitation which started these 
systems lacked knowledge and experience. Sanguine estimates 
of cost were accepted and underestimates of future requirements. 
Efficiency was sacrificed for cheapness. These conditions were, 
however, accidental rather than essential. 

A great deal is made of the refusal to the company of way- 
leaves for their wires by local authorities and by Parliament. 
So long as overhead wires were chiefly required, it is doubtful 
whether statutory rights and statutory obligations would have 
been of much advantage to the telephone company. As soon as 
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underground wires for telephone purposes became really practic- 
able, about 1898, the National Telephone Company were able to 
obtain agreements for laying them from the corporations of most 
of the principal towns, although the Corporation of Glasgow and 
the London County Council have persistently opposed their exer- 
cise of public way-leave rights in the streets of those cities. 

A. M. OGILVIE 





RATING ACCORDING TO BENEFIT. 


PROFESSOR CANNAN’S article in the June issue clearly indi- 
cates that, on one point, the argument may advantageously be 
carried one step farther. Many years of practical experience led 
me to conclude—perhaps rashly—that the effect of local expendi- 
ture upon land values and structural values respectively had only 
to be stated in order to secure general assent. 

The gas illustration, and all other cases where the consumer 
pays according to the supply afforded him, must be ruled out— 
for many reasons, of which the chief is that such supply and 
payment are ordinary commercial transactions into which the 
element of taxation does not enter. The charge for water supply, 
moreover, is too complicated for clearness of deduction, being 
sometimes made according to quantity and sometimes by means 
of a tax on the annual value of the premises supplied. The 
point can be much more fairly tested in relation to local expendi- 
ture on streets, public health, and those other matters of local 
administration undertaken for the benefit of all inhabitants, but 
met by charges upon the rateable value of occupied property. 

The important question is whether the criterion of rateable 
value does or does not distribute the cost of these beneficial 
services in accordance with the benefit received from them. Now 
the effect of all such services, if prudently administered, is to 
enhance the value of land. This cannot be denied. They have 
no such effect upon the value of buildings: but this part of the 
conclusion has been controverted. Not many years ago an island 
block of buildings was removed from the southern end of Totten- 
ham Court Road. The premises behind, previously reached only 
by a narrow footway, suddenly became frontage on the main 
road, and a large increase in their value resulted. But if these 
buildings were destroyed by fire it would not cost a penny more 
to rebuild them in consequence of the improvement. The reason 
is that the enhancement of value is an enhancement of land, site, 
or situation value, and does not affect structural value in any 








610 , THE ECONOMIC JOURNAL [DEc. 


way. At first sight expenditure on fire brigades seems to have 
a different effect, inasmuch as it is designed to protect buildings 
and their contents. As a matter of fact, it does not alter the 
value of either building or contents. But it does make the area 
within the protection of the fire brigade more suitable for the 
erection of buildings, by reason of the added security it confers ; 
and the effect of this is, again, to enhance the value of land, site, 
or situation. But it does not render either buildings or their 
contents more valuable, nor would it on that account be more 
costly to replace them. Good sanitary administration makes a 
town a healthier place to dwell in, and thus attracts population ; 
increase of population is usually followed by increase in land 
value ; but any number of additional buildings may be erected 
without any alteration whatever in the level of structural value. 
It is important to distinguish between an increase in the total 
value by the addition of new buildings and an increase in the 
value of an existing building. The former cannot be compared 
with land, as the quantity of land cannot be increased. But an 
increase in the value of an existing building hardly ever occurs, 
though an increase in land value is the general rule in urban 
districts. ‘The causes which may—and occasionally do—raise 
the standard of structural value are increases in the cost of 
labour or building materials. After a successful strike in the 
building trade it is quite possible that a particular structure may 
be worth more than it actually cost to build. The changes in 
the cost of building are not, however, always in an upward direc- 
tion, and the element of decay is continually at work to produce 
depreciation. 

These being the facts of the case, the question cannot be 
determined by assuming that the ‘‘burden’”’ of rates is in each 
individual ratepayer’s case counterbalanced by the ‘‘ benefit’’ 
accruing from their expenditure. For the ‘‘ burden’’ is appor- 
tioned according to the value of site and structure together, but 
the ‘‘ benefit ’’ accrues in relation to land value only. Under 
these conditions it is clear that properties with the highest pro- 
portion of structural value and the lowest proportion of land 
value must be charged with an undue share of the ‘‘ burden.’’ 
Conversely, properties with a low proportion of structural value 
and a high proportion of land value must be charged with less 
than their fair share of the “‘ burden,’’ while reaping the largest 
part of the ‘‘benefit.’’ And the sites which are vacant, or 
occupied by unused buildings, receive their full share of the 
‘“benefit,’’ but escape the “‘ burden’’ altogether. 








1908} VOICES FROM THE INDIAN UP-COUNTRY 611 


An expenditure of 10s. per annum by the local authority may 
be met by a payment of the same amount by the occupier; but 
that is not the end of the matter. Wise expenditure which, under 
the present system, involves a charge of 10s. per annum upon 
the occupier, usually produces a much greater increase in the 
value of the site of the building he occupies. He has therefore 
to pay, say, 20s. per annum more, viz., 10s. in rates and 10s. in 
additional rent. ‘To put the same point minutely, the steps are 
three. First, the service administered by the local authority 
enhances the annual land value of the property by x. Secondly, 
the owner seeks to realise this enhancement by way of additional 
rent. But, thirdly, the local authority levy a rate of y upon 
the occupier; and, as sensible occupiers do not pay twice over 
for the same value, the owner’s share of the benefit is limited to 
z-y. It isclear that the owner benefits according to the excess 
of x over y: in other words, the better a town is administered 
the larger is the benefit gratuitously conferred upon owners in 
the net increase of land values. And the system which thus 
makes munificent gifts to landowners at the public expense is the 
same that hampers and burdens owners and occupiers of build- 
ings and machinery. The idea that competition between local 
authorities and landowners will ‘‘ keep the value down to the 
actual cost ’’ of sewage schemes (or any other benefit) is devoid 
of foundation. As a matter of fact, there is no such competition. 
Kach local authority is responsible for the sewerage of its own 
area, and each landowner constructs the drains for his own 
estate according to plans approved by the local authority. Within 
the area of that authority the only.competition is that between 
persons intending to use the drainage system by becoming 
tenants of the houses, and the effect of this competition is to 
increase the value resulting from the system, not to keep it down. 

These considerations infallibly indicate their own remedy. It 
is to adopt the measure of ‘‘ benefit ’’—land value—as the measure 
of ‘‘burden’’ also. And, as it has been shown that the same 
remedy will stimulate and encourage building and industry of 
every kind, the case for its adoption is overwhelming. 

EpGaR HARPER 





VOICES FROM THE INDIAN UP-couNTRY: SOME NATIVE IDEAS ON 
ECONOMIC SUBJECTS. 
WHEN any great economic question affecting India or the 


people of India is under discussion, it is often gratuitously assumed 
that the same conditions obtain and the same ideas are prevalent 
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as would be the case in Europe or America. In other words, the 
existence of the ‘‘ economic man,’ with all his marvellous attri- 
butes, is postulated for the East as well as for the West. The 
trite adage about new wine and old bottles is ignored. The most 
immaculate of economic theories are applied to conditions often 
wholly uneconomic. The personal equation is left out of account. 

There can be no more profound mistake than this doctrinaire 
treatment of Indian economic problems, and nothing more cal- 
culated to lead to serious practical mistakes. There can be no 
greater contrast than the great Mofassal,' with its torpid, sluggish, 
stereotyped ideas and methods, and the brisk and business-like 
Presidency Town, with its stock markets and Exchange Banks. 
It is the whole difference between what Sir Henry Maine has called 
‘‘ status ’’ and ‘‘contract.’’ We see in an up-country station a 
branch of a great Presidency Bank conducting its business along- 
side a Marwari money-lender, who divides his time between buying 
up grain destined for the Calcutta market, and perhaps ultimately 
for London or St. Petersburg, selling piece goods made in Man- 
chester from raw material which has possibly found its way thither 
from that self-same up-country station, and making loans at high 
rates of interest, and often on indifferent security, to the cultivator 
of the raw material: the East and the West working side by 
side—but who can lay his finger on the point of contact? 

Perhaps the most prominent and distinctive characteristic of 
the industrial and financial world as we know it in the West is 
the general diffusion of confidence and credit, the foster child of 
confidence, which has rendered possible the transaction of the 
most important business operations between individuals often 
unknown to each other in distant cities and remote parts of the 
country. While the personal element is never entirely lost sight 
of, one of the most important elements in this type of business is 
the credit of the ‘‘firm.’’ In the East credit is far more imme- 
diately personal in character. Outside the Presidency Towns 
firms, in the European acceptance of the term, are few and far 
between. Where old-established native firms exist, their credit 
is generally gauged by the personal character and business reputa- 
tion of the individuals who are for the time being conducting 
them. Distance and want of personal knowledge thus operate 
as barriers to transactions between individuals in different towns 
and different parts of the country to an extent which never obtains 
in England, France, or Germany. ‘The native of India is ever 
suspicious of dealings with strangers, particularly if they be of 
different language, religion, and caste. 


1 I.e., the up-country districts as distinguished from the Presidency Towns, 
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This fact is well exemplified in the comparatively scant 
employment of credit instruments which depend on personal 
security for remittance purposes. It would appear that in parts 
of the Mofassal at the present day the use of this kind of credit 
instrument is rather on the decrease than otherwise. It is 
possible that the failure of several European firms of recent years 
has been conducive to this result. The use of hundis, or cheques,’ 
is, however, of long standing in India, and is still much in vogue 
between merchants and bankers of approved reputation and 
integrity. It seems likely that the now general use of Govern- 
ment currency notes for remittance purposes, and possibly, to a 
less extent, the value-payable system of the Post Office, have con- 
tributed locally to a decrease in the use of hundis. The demand 
for Government currency notes for the purpose of making remit- 
tances is, in fact, so brisk in most up-country stations that they 
can only be had during the months between the crop-cuttings at 
a premium which rises at times up to one per cent., the money- 
order rate. So favourite a form of remittance has this become 
that were the Treasuries under the obligation of giving notes for 
rupees freely on demand, then Government would be, in effect, 
undertaking to remit money for the public free of charge, and 
the money order business of the Post Office would dwindle to a 
negligible quantity. 

It speaks volumes for the confidence of the Indian banker and 
merchant in the Post Office that currency notes are frequently sent 
in large amounts in ordinary registered letters uninsured.” The 
notes are generally cut in two, and the two halves sent separately, 
but whole notes are also sent. Where it is thought necessary to 
resort to insurance, the notes are seldom insured up to anything 
like their full value. In fact, some of the methods of remittance 
now prevalent in India would be considered to be fraught with 
great risks in England or America. It is no uncommon thing to 
find rupees in quantities up to Rs. 50,000 despatched by rail as 
ordinary uninsured goods packed in wooden boxes, where a branch 
bank in England, having occasion to make an equivalent remit- 
tance in cash, would send a highly-paid servant in charge of it. 

It might be concluded from this example that the Indian 
merchant or trader does not consider risks in a serious light. But 
such is not the case. Perhaps the ultimate cause of that apparent 

1 The hundi really partakes more of the nature of a bill of exchange than an 
ordinary cheque. Hundis are of two kinds, one payable on sight, the other payable 
after a specified term. They rise to a premium or fall to a discount according to 


the state of the money market. 
2 In India, postal registration and insurance are two different things. 
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lethargy and apathy, which has been laid to the charge of the 
Indian merchant, is to be found in the psychological fact that he 
is by nature reluctant to take what we should regard as legitimate 
commercial risks in cases where personal initiative and private 
judgment are called into play. But if he is reluctant to accept 
ordinary risks where the prospects of profit are high, he is still 
more averse to risking his money in enterprises which yield but a 
small return, unless, indeed, the security be absolutely above 
suspicion, as in the case of Government bonds. 

But it would, perhaps, be a mistake to attribute this reluct- 
ance to the taking of moderate risks for moderate profits, this 
apparent inability to grasp the soundness of the principle of 
‘small profits, quick returns,’ solely to psychological causes. 
Some part of the result, possibly a considerable part of it, must 
be attributed to the profound and fundamental differences between 
the conditions under which trade is carried on in an agricultural 
country like India and an industrial country like England. Great 
risks are inseparable from all agricultural operations. The agri- 
culturist must be prepared to accept the ‘‘ risk of the seasons.’’ 
But the most distinctive feature of Indian Mofassal trade is the 
exchange of crops for commodities. All internal trade is ulti- 
mately dependent on the success of the crops. If the crops are a 
failure in any locality trade is necessarily slack. The risk of the 
seasons, therefore, falls in a measure on the trader as well as on 
the cultivator. 

But, besides the risk of the seasons, there are also innumer- 
able incidental risks; risks of damage by fire, the innumerable 
risks inseparable from sending goods long distances by rail and 
river. In England some of these risks are reduced to a negligible 
quantity, while others are covered by insurance. The Indian 
trader is his own insurance agent. He takes all the risks himself, 
instead of paying others to take them for him. It seems, then, 
only reasonable that the insurance premiums, which, in England, 
would be paid to half a dozen companies, should find a place in 
his profits. 

But these risks become to a great extent eliminated by reason 
of the fact that the trader is nearly always a money-lender, or, as 
he calls himself when his transactions are considerable, a 
‘“‘banker.’’ The conditions have evolved the trader-money-lender 
and the merchant-banker.' In years of bad crops the raiyat’s 


1 It is a significant fact that the combination of merchant and banker has found 
favour with certain big Calcutta firms, which have started regular banking depart- 
ments in conjunction with their ordinary business, 
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necessity is too often the money-lender’s opportunity. The 
trading part of his concern may wane, but the money-lending part 
will more than compensate for any loss on trade. As a money- 
lender he lends more money, he purchases at Civil Court sales, 
he forecloses on mortgages, he drives hard bargains generally, and 
his aggregate risk is small. If there is risk about the trading 
part of his business, there are very few risks about the money- 
lending part of it. Where he appears to take risks in individual 
cases, he takes no risks in the aggregate, because he is assured 
by the experience of generations of ancestors who have lent money 
for years at high rates of interest on doubtful security that he will 
come out on top in the long run. He is like the bookmaker 
amongst the crowd at a race meeting. As the professional risk- 
taker he arranges matters so that he ultimately takes little or 
no risk. 

Take the case of money-lending in the Darjeeling Terai. Here 
the average rate of interest is about 60 per cent. The Kaya,' who 
knows well his debtors’ proclivities for bolting away into Nepal at 
a moment’s notice, is quite ready to lose his principal in 20 per 
cent. of cases, and is still cheery in the prospect of making a hand- 
some income out of money-lending. His risks in the aggregate 
are really nil. He must come out to the good in the long run. 

The cardinal idea of Western banking at the present day is to 
borrow money at low rates of interest in order to lend at higher 
rates. Now the Indian banker is, in the main, a lender as distinct 
from a borrower. His methods are in many respects akin to those 
of the Jew of the Middle Ages in Europe. He is, in fact, only a 
‘‘banker’’ by cotrtesy. We have seen that the merchant is 
generally a banker. It is still more true that the banker is 
generally a merchant or trader, or perhaps a landholder. It is 
from these sources that he derives the funds with which he trans- 
acts his money-lending business. He will not dream of availing 
himself of cheap money in Calcutta or Bombay in order to enable 
him to extend the area of his monetary transactions in the 
Mofassal. Money may be cheap in Allahabad, but it will make 
little difference to Patna. There is, in fact, something inorganic 
about Mofassal banking. The rates of interest are for the most 
part stereotyped by custom, and money is not in a fluid condition. 
The Indian banker does not care about lending his money far 
afield, because he likes to see what his debtors are doing with it. 

We have seen that the Indian banker is a lender as distinct 
from a borrower. This statement needs some qualification, 


1 Marwari. 
J. 








616 THE ECONOMIC JOURNAL [DEC. 


because there is probably a good deal of diversity in local custom 
and local ideas in respect of deposit banking. It is possible, 
indeed, that there is a gradual movement in progress in the direc- 
tion of regular deposit banking. The writer is informed on good 
authority that the system of deposit banking was known in some 
of the Assam districts at a time when there were very few resident 
Europeans. It is quite a common thing now for Europeans at 
headquarters stations to keep deposit accounts with native bankers. 
As regards ordinary village mahajani,’ careful inquiries go to 
show that in some instances the wealthier ratyats do deposit their 
money with the local money-lender and get six per cent. for it. It 
seems probable that the mahajan would take as much money as 
he could get at this rate, but that people will not readily deposit 
their savings. There can be no doubt that the old order did not 
contemplate a state of affairs in which the money-lender is a 
borrower as well as a lender, but there can equally be no doupt 
that the old order is changing. In what local areas, under what 
influences, and to what extent the change is manifesting itself, 
are very difficult questions, and the attempt to find a satisfactory 
answer to them would entail far more extensive inquiries than 
the writer has been in a position to make. 

There cannot, perhaps, be found a better antidote for doctrin- 
aire reasonings than a sober analysis of the views of the ordinary 
native of India about the coin with which he is most familiar. 

It has often been assumed by writers on economics, both before 
and since 1893, that the ordinary native of India would at once 
grasp the full import of the closure of the mints to the free coinage 
of silver. No more profound mistake could possibly have been 
made. The fact is that in spite of the extraordinary spread of 
education, and particularly English education, of recent years, 
even the educated classes remain, for the most part, ignorant of 
monetary affairs. They are as far from understanding them as 
they were in 1893. The chief reason of their apathy with regard 
to these matters is probably to be found in the fact that the 
educated man has, by dint of long-standing social custom, become 
imbued with the idea that he is by nature excluded from active 
participation in trade and commerce. The Marwari class has long 
enjoyed a practical monopoly of the banking and commercial 
business of India. 

But by an irony of circumstances those who have most to do 
with the handling of money are often the most ignorant as to its 
real nature. The young Marwari is brought up from his earliest 

1 Money-lending. 











1908] VOICES FROM THE INDIAN UP-COUNTRY 617 


days on business. Although his early mental pabulum is money, 
his knowledge of money in the abstract is small. One meets with 
educated Marwaris more than formerly, but the fact remains that 
the great bulk of Mofassal business is conducted by men who have 
never received any form of general education. ‘The ordinary 
Marwari, like the ordinary village mahajan, does not in the least 
grasp the true significance of fhe changes which took place in 
1893, when the Indian Mints were closed to the free coinage of 
silver. 

The great cultivating and labouring classes occupy a large part 
of their leisure time, which is considerable in the case of the 
former, in discussing the rupee. The rupee, a stern necessity of 
existence, and the Law Courts, too often regarded—“‘ tell it not 
in Gath ’’—as a means of diversion, are as the very breath of life 
to the ordinary raiyat. But it does not appear that he has arrived 
at any very definite ideas about the rupee. He has unlimited 
confidence in it. He knows that it will be accepted freely in 
exchange. Is it not the Sirkar’s'! coin? Then all must be well 
with it. He has never heard about the closure of the mints, and 
would not take the slightest interest in the matter were anyone to 
take the pains to explain it to him. This is la haute finance ; it is 
the Sirkar’s business. 

Here and there a few goldsmiths may still be found who take 
advantage of the simplicity of the poorer cultivator and labourer by 
selling him silver for ornaments at one rupee per tola. English 
Memsahebs have occasionally been beguiled in the same way. 
But the Sonar would in these days find this risky business in 
most parts of the Mofassal, because it is now generally under- 
stood that you can buy more than a rupee’s weight of silver for a 
rupee. The cultivator, in common with the merchant, banker, 
and trader, is now familiar with the fact that the rupee at present 
contains about 104 annas’ worth of silver instead of 16 annas’ 
worth as formerly. It is for this reason that he does not now 
melt it when he wants silver for ornaments. 

As might be expected where the field for the observation of 
human phenomena is so vast as is the case in India, the most 
diverse ideas are found to prevail in respect of this change in the 
character of the rupee, varying from the most fantastic to the 
most severely practical. Among the more fantastic which have 
been brought to the writer’s notice is the belief, at one time, 
probably, general, that gold and silver can be produced by methods 
of alchemy known only to certain kings, seers, and holy men. 


! The Government. 
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One of these stories is to the effect that the Moghal Emperors were 
enabled, by arts known only to themselves, to produce pure silver 
by mixing the root of certain grasses with zinc or copper, and 
that the silver thus produced is superior in quality to the silver 
produced, in these more prosaic days, from mines. 

Those who would repudiate any connection with this belief 
still entertain the idea that silver has somehow steadily deteriorated 
in quality since the time of the Moghal Emperors, and that it is 
even at the present day further deteriorating. The idea is that the 
silver in the rupee (after extraction of all alloy) is steadily de- 
teriorating from issue to issue, just as the silver sold in the market 
is deteriorating. The silver in the latest issue of rupees is thought 
to be inferior in quality to the silver contained in previous issues 
down to the year 1840. The silver of that year’s issue is con- 
sidered to have been exceptionally good, but not quite so good as 
the older issue of 1835, the best silver of all being the silver of the 
rupees coined by the Mohammadan Emperors. 

It seems curious that this belief should have gained acceptance 
among Hindus, but such appears to be the case. The fact reflects 
the innate conservatism of a mind habituated to search for Utopias 
in the past rather than in the future. 

Superposed on this belief is the idea that the rupee now con- 
tains less silver than formerly. Sometimes the two ideas are 
confused to a greater or less extent, according to individual 
idiosyncrasies, but the latter idea, whether interwoven with the 
former or found separate from it, as in the case of the more 
enlightened, who now repudiate all belief in alchemy, is certainly 
widely prevalent. The belief briefly amounts to this—that, 
whereas the coins issued by the Moghal Emperors were pure silver 
coins, those issued in the early days of the Company contained an 
admixture of alloy. So far so good, but it is further believed that 
the amount of silver in the rupee of successive issues since the 
year 1835, when the rupee was first made legal tender throughout 
India by the Company, has been steadily on the decrease, the last 
issue of rupees containing less silver than preceding issues. The 
writer once had occasion to question an English-speaking clerk, a 
Kayastha by caste, and a man of some education, about this. 
After appearing to be almost satisfied that he was wrong in his 
ideas on the subject, he turned the palms of his hands outwards, 
his face suffused with a gentle smile which assumed the existence 
of a mutual understanding on the point, and replied : ‘‘ Of course. 
sir, there must be more silver in it (7.e., the 1840 coin), or why 
should Government withdraw it?” It certainly seems strange 
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that the fact of Government’s withdrawing a coin from circulation 
should be accepted as evidence of its intrinsic superiority. Quot 
homines, tot sententia. 

Another argument commonly in vogue is to the following 
effect :—formerly the rupee contained 16 annas of silver, whereas 
it now contains between 10 and 11 annas of silver; what, then, 
can be more obvious than that the rupee contains less silver than 
formerly? No greater travesty of logic could well be conceived. 
In reality the premisses of the argument merely amount to this— 
that the value of the rupee, whether measured in gold or com- 
modities, has become divorced from the value of the silver it 
contains, whereas formerly the value of the rupee was the same 
as that of the silver it contained, or very nearly so (after making 
allowance for a 2 per cent. seignorage). The “‘ annas,’’ in fact, 
are different in the two cases. In the former case the ‘‘ anna’’ 
is the one-sixteenth part of a freely minted rupee, in the latter 
case it is the one-sixteenth part of a monopoly rupee. 

Innumerable dangers were foreshadowed by the writers who, 
before 1893 and also during that year, criticised the Government 
policy in closing the mints to the free coinage of silver, but no 
one seems to have been so prescient of the future as to foresee that 
a pseudo-argument of this kind would be used to bolster up a 
preconceived idea entertained probably by the vast uneducated 
classes generally, and by the educated classes to some extent, that 
the Government of the King-Emperor is—in plain language— 
deliberately depreciating the current coin of India. Even still 
more extraordinary would have appeared to them the fact that the 
people at large view this imagined depreciation with the utmost 
complacency. Picture the state of mind of the people of Great 
Britain, if, on waking to read their papers one morning, they 
found that the Government of the day had resalved on a measure 
to broaden the basis of taxation by putting a little less gold into 
the sovereign. 

But how shall we explain this extraordinary complacency iu 
spite of such a belief? As has been already remarked, the native 
of India has unbounded confidence in the rupee simply because 
it is the Sirkar’s coin. If a small section of the educated classes 
be excepted, he is hopelessly ignorant of the nature of the changes 
which have taken place in it, or, to be more correct, in its relation- 
ships to the monetary world and to prices, since Government 
decided on its memorable policy of closing the mints to the free 
coinage of silver. It is sufficient for him that it bears the ‘‘ im- 
primatur’’ of authority in the form of the King-Emperor’s head. 


‘ 
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He believes that this gives it some intrinsic value over and above 
the value of the silver it contains, but he has not the least idea 
how this result is brought about. He regards the coinage as 
peculiarly an affair of the Sirkar, in the same way as he regards 
the performance of religious functions as an affair of the Brahman, 
or the making of shoes as an affair of the Mochi.? 

There can be no doubt that the Oriental’s distaste for alloys 
is at the root of many of these erroneous impressions about the 
rupee. This distaste is itself easily explained if we reflect that the 
ordinary native goldsmith has no means at his disposal for 
separating out the component parts of an alloy. It is not possible 
to put matters to a practical test, to melt down the rupee and 
separate out the pure silver it contains and weigh it. The Indian 
does not understand alloys. What he does thoroughly understand, 
and what he best likes, is pure gold and silver. This is, perhaps, 
the secret of a good deal of the confusion that exists in his mind 
about the coinage. 

This discussion of the rupee leads us naturally to the vexed 
question of hoarding. There can be no doubt that during the last 
two or three decades a great change has come over the mind of 
the Indian public in respect of hoarding. For some reason or 
another the practice is greatly on the decrease. This has often 
been represented as a direct and obvious result of the closure of the 
mints in 1893. In the discussions which preceded this step it was 
often assumed that the change would result in the liberation of 
large quantities of rupees from hoards, and many writers on the 
subject now speak as if this were exactly what did happen. It 
seems probable, however, if we take account of the views that 
prevail on the subject at the present day among native bankers 
and merchants, that the closure of the mints had no effect, or prac- 
tically no effect, in this direction. 

In the first place it seems very doubtful if rupees, as such, 
were ever hoarded to any great extent, at any rate since the early 
days of the Company. It may be noted at the outset that the 
writer assumes a capital distinction between ‘* hoarding ’’ proper 
and merely putting by rupees against a rainy day. The element 
which distinguishes “‘ hoarding ’’ from mere ‘‘ saving ’’ seems to 
be the indefinite nature of the ultimate object. Rupees are 
hoarded primarily with the object of creating a pile. Rupees are 
saved for some more or less definite ultimate purpose. It is neces- 
sary to insist on this distinction, because the two ideas are often 
confused. Now the evidence available on the question all goes 


1 Worker in leather, 
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to show that it is extremely doubtful if the rupee (7.e., the British 
coin) was ever hoarded to anything like the extent generally 
supposed. It seems far more probable that it was the old Moghal 
coins, already referred to, which were in requisition for the pur- 
poses of hoarding. Marwari bankers still take pleasure in recount- 
ing how they made fine profits by buying and selling these coins 
in the old days. It appears, however, that about fifteen years ago 
(1.e., about the time of the closure of the mints, whether before 
or afterwards the writer has been unable to ascertain). this 
business received a decided check by reason of the fact that the 
Moghal rupees came to be largely counterfeited in Calcutta and 
other places. 

Apart, however, from transient causes of this nature it seems 
probable that a great secular change had begun to manifest itself 
in the mental attitude of the Indian public towards hoarding long 
before the closure of the mints was thought of as a serious practical 
issue. The hoarding classes have become more business-like and 
more alive to their own interests. The zamindar, instead of 
hoarding, now turns to money-lending as a means of making a 
profit out of surplus cash ; or, if he be of careful disposition, pur- 
chases Government securities, or invests in railways. The 
increase of business concerns has given a fillip to investment. The 
big ratyat, who formerly hoarded, now purchases more land, or 
lends money to his poorer brethren. 

The purchase of land has come to be regarded as a peculiarly 
profitable investment. The price of land has risen much of recent 
years, and there is every prospect of a further rise. The returns 
from land are specially large since the price of most of the staple 
food grains has gone up. Land purchases seem to have become a 
favourite type of investment amongst the bigger raiyats in the 
cadastrally surveyed districts of Bengal, where title is now more 
easily established in the Courts, and the general conditions of 
tenure more secure, than was formerly the case. 

Whatever be the more proximate causes of this change of ideas 
in respect of hoarding, it seems almost certain that the change 
has little or no connection with the altered status of the rupee, 
because, as has been observed, it is very doubtful if the rupee, as 
issued in the days of British rule, has ever been hoarded to any- 
thing like the extent to which it is supposed to have been hoarded ; 
and, on the other hand, the change seems to have been in operation 
long before the closure of the mints. But, it may be asked, if 
this be correct, how can we account for that increase in the volume 
of the currency which is commonly supposed to have taken place 
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during the years immediately following the closure of the mints. 
The orthodox explanation of the fact is that a large quantity of 
rupees came out of hoards, and that the melting of rupees for 
ornaments was automatically stopped. Now, allowing that the 
supposed increase to the currency at that period has not itself been 
exaggerated, it appears highly probable that the former factor has 
been exaggerated as an explanation of the increase. It has never 
been proved that the increment to the currency was so great that 
it could not be fully explained by the complete stoppage of the 
outlet afforded by the melting of rupees for ornaments taken in 
conjunction with another factor to be noticed presently. It seems 
likely that a favourite method of obtaining silver for ornaments 
was through the medium of the currency. People would not think 
much of the seignorage so long as the stamp of the Queen’s head 
on the coin afforded a guarantee of a certain standard of purity of 
the silver. The Queen’s head was the hall-mark. But the 
stoppage of this source of shrinkage would not of itself suffice to 
explain an ‘‘increase’’ in the currency, so long, at any rate, as 
the issues remained inconsiderable. It seems likely, however, 
that the stoppage of issues was more than counterbalanced by that 
flood of rupees which, as Mr. Probyn tells us,’ during the years 
both preceding and succeeding the closure of the mints, welled 
into the country from outside. These two complementary factors 
seem to afford a sufficient explanation of the phenomenon, and it 
does not seem necessary to postulate a theory, otherwise unsup- 
ported by good evidence, that rupees, in large sums, were liberated 
from hoards. 

We have seen something of the views of the Indian banker, 
trader, and cultivator with regard to silver ; let us now see what 
are the ideas prevalent in the bazaar with regard to gold. What 
does the Indian banker and merchant in the bazaar think of the 
gold standard, exchange, and the sovereign? We have already 
seen that he does not understand much about the gold standard 
and exchange, but he has some definite views on the subject of the 
sovereign, which in Bengal he calls the ‘‘ guinea.’’ The matter 
is of some importance, because on a correct estimate of those views 
must depend in one of its phases the solution of those momentous 
questions—how much gold is it necessary for Government to 
accumulate in the paper currency reserve and the gold standard 
reserve before committing itself to the policy of issuing gold more 
or less freely in exchange for silver or Government currency notes 
at a fixed rate, and what form should the gold issues take? Now 


1 Mr. L. C. Probyu’s Indian Coinage and Currency, 1897, pp. 66, 67. 
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the matter is to this extent simplified that the demand for gold 
is of three kinds—the demand for export, the demand for orna- 
ments, and the demand for currency. The first involves ideas of 
enormous complexity, and is a question altogether beyond the scope 
of the present discussion. The demand for ornaments is, in some 
respects, similar to the demand for rupees for the same purpose 
in the days when rupees were freely minted, only the demand is, 
of course, much more limited. The demand for this purpose is 
stimulated to some extent when exchange is low by reason ol 
the fact that it is then obviously profitable to obtain gold, in such 
quantities as it can be readily obtained, at the rate of Rs. 15 to 
the pound sterling. The demand for ornaments is, however, still 
strictly limited, as the average purchaser much prefers pure gold 
to the gold of the sovereign, 11/12 fine. It should be remem- 
bered that the ordinary Mofassal dealer has no clear knowledge 
of the exact degree of fineness of the ‘‘ guinea,’’ so that he does 
not bother himself with niceties in the matter of figures in buying 
and selling it as a medium for the manufacture of ornaments, 
even when exchange falls appreciably, or, what amounts to the 
same thing, when the rupee price of bar gold rises appreciably. 
Even if the gold of the sovereign be regarded as a possible substi- 
tute for pure gold when exchange falls, still it must be remembered 
that the demand for gold of any kind for the purposes of ornaments 
is, in its nature, a strictly limited one, and incapable of any extra- 
ordinary expansion. The really serious demand at such times 
will be the demand for purposes of export. 

Next, as regards the demand for currency, the sovereign is 
already in circulation to some extent in many of the up-country 
towns. A certain number of sovereigns, varying probably between 
100 and 2,000 or 3,000, would be found in the bazaar of every 
headquarters station. The circulation of the coin is, however, 
chiefly confined at present to transactions between the larger traders 
and bankers, or between them and Europeans. The demand for 
currency purposes is so far inappreciable, and it is believed that 
the district treasuries, as a matter of fact, experience no difficulty 
in supplying sovereigns freely when demanded. 

The prevalent idea about the sovereign is that it is the equiva- 
lent of Rs. 15 in exchange, and that it can be obtained readily at 
all Government Treasuries at that rate, either in payment of claims 
against Government, or in exchange for rupees. It is not at all 
generally realised, even by the Mofassal treasurers themselves, that 
Government is not under the obligation of supplying sovereigns 
freely on these terms, and it appears likely that Treasury officers 
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rarely have occasion in practice to refuse to supply sovereigns freely 
when demanded. 

These are facts fraught with the greatest significance, because 
they go to indicate that if Government were immediately to place 
itself under the obligation of supplying sovereigns on demand at 
the rate of Rs. 15 to the sovereign, either in payment of claims 
against Government, or in exchange for rupees or notes,’ the 
demand for currency purposes, and, for that matter, for the purpose 
of melting, would be no greater than it is at present. It is the 
writer’s conviction that if the condition of the paper currency 
reserve and the gold standard reserve appeared to justify, so far as 
general external conditions are concerned, the free issue of gold 
to-morrow, no more sovereigns would be taken out of the 
Mofassal treasuries for the purposes of currency, nor, indeed, for 
the purpose of ornaments, than would be the case under existing 
conditions. In other words, there would be no rush for gold for 
these purposes such as is commonly depicted in discussions on the 
subject. The serious demand, of which it would be necessary to 
form a competent estimate, would be the demand for export. 

So far it has been tacitly assumed that the gold issues, under 
a free gold standard system, would be in the form of the English 
and Australian sovereigns, which are at present legal tender. In 
an article on “India’s Present Monetary Condition,” which ap- 
peared in the Economic JouRNAL, August, 1907, the suggestion has 
been put forward that if five and ten rupee pieces of greater purity 
than the sovereign were coined, they would be more popular than 
that coin. There can be no doubt of the correctness of this obser- 
vation. It seems highly probable, in fact, that if a pure gold ten- 
rupee piece were issued, it would get into circulation so quickly, 
and would be taken so freely for the purpose of melting, that it 
would become a serious source of embarrassment to those resnon- 
sible for the plenitude of the gold reserves. To start free gold 
issues with such a coin would probably necessitate the accumulation 
of a far larger gold reserve than would be the case with sovereign 
issues, and the whole question would become much more com- 
plicated in character. 


The writer now feels that he ought to put forward a brief 
apologia pro vita sua. He may be charged with generalising from 
1 The distinction seems, to the writer, unimportant, because if any serious local 
demand for sovereigns arose, they would rise to a premium as compared with rupees, 
and everyone having claims against Government would naturally seek to be paid in 
sovereigns rather than in rupees, while Government revenue would be paid in rupees 
and not in sovereigns. The distinction does not seem to provide any real safeguard 
against a sudden drain of gold. 
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a too narrow range of facts. He has already indicated several 
directions in which his conclusions may need qualification. There 
may be others. It is only with very great diffidence, and after a 
careful consideration of possible objections, that the writer has 
brought himself to the statement of these conclusions. It is 
possible, in fact probable, that deeper and more extended inquiries 
would show that some of them need considerable modification. It 
seems almost hopeless to attempt to make any general statement 
about a country in which local conditions are so varied and so 
divers-hued as they are in India. Take an instance from agricul- 
ture. The very design of the raiyat’s ploughs varies from one 
district to another. In matters of trade and money, however, 
there is one fact that appeals to the writer as making to some 
extent for uniformity and simplicity. It is the fact that the Mar- 
wari class is ubiquitous. The great bulk of Mofassal trade is in 
their hands. Probably no one knows better than the Marwari 
how to accommodate himself to local conditions, but it seems 
probable that his general ideas of trade and money, like his general 
methods of business, are much the same, whether he resides in 
Simla or Tutocorin, Poona or Dacca, Karachi or Chittagong. 

The cases in which direct contact with Mofassal ideas on 
economic subjects brings home to one the necessity of exercising 
great care in applying large theories to practice in Indian economic 
matters, particularly in monetary matters, might be multiplied 
ad nauseam, but the writer hopes that he has succeeded in giving 
a few instances which may serve to bring into clearer perspective 
the danger of jumping to too hasty conclusions when the theories 
of the West are applied to the practices of the East, unless, indeed, 
some discrimination be brought to the task, and due allowance be 
made for the personal equation as exhibited in the manifold and 
sometimes mysterious workings of the Oriental mind. 

H. R. PeRRorr 


HOTELS AND FOREIGN VISITORS IN SWITZERLAND. 


A JUBILEE Pamphlet entitled ‘‘ Jubilaéumsgedenkserift’’ (1882- 
1907) was published in Basle last year by the Central Bureau 
of the Corporation of Swiss hotel proprietors, in commemoration 
of the twenty-fifth year of its existence. This pamphlet is full 
of very important facts about Swiss hotels; an excellent map is 
appended to it, upon which the towns and places most frequented 
by foreign visitors are carefully marked. Comparisons are 
instituted between the number of hotels reported for the years 
1880, 1894, and 1905, and the figures quoted in the pamphlet 
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show that the number of hotels increased during these twenty-five 
years unusually rapidly. In the year 1880 the hotels for foreign 
visitors numbered 1,002, and the total number of beds was 
reckoned at 58,137. The report shows an increase of 70 per cent. 
during the next fourteen years, and in 1894 the total number of 
hotels for foreign visitors in Switzerland had reached 1,693. The 
year 1905 shows a total of 1,924 hotels, an increase of 93 per 
cent. as against 1880, and of 15 per cent. as against 1894. The 
number of beds for foreign visitors increased gradually until it 
amounted in 1894 to 88,634, and in the year 1905 it reached a 
total of 124,068. We see from these figures that during the first 
period (1880-1894) the increase in the number of hotels was 
larger, while in the second period (1894-1905) the increase was 
larger in the number of beds. ‘The average number of beds was 
58 in 1880, 52 in 1894, and 64 in 1905. 

The hotel businesses are for the most part conducted by the 
year. In the six Cantons of Appenzell, Berne, Lucerne, Schwyz, 
Thurgav, and Wallis, however, there are a greater number of 
businesses conducted by the season only; these Cantons lie in 
the most mountainous districts, where visitors do not care to 
penetrate during the inclement winter weather. Graubiinden has 
a winter season, on account of the opportunity it affords for the 
exercise of various winter sports, and it is therefore not included 
in the half-dozen mentioned above. The hotels carried on by 
the season are larger than those carried on by the year, the 
former numbering 70 beds per hotel, and the latter 60. 

The pamphlet draws special attention to the fact that the 
Canton of Graubiinden has the largest number of what we may 
term giant hotels, and this is probably due to the Canton being 
frequented mostly by American visitors, who like to be entertained 
in American fashion. 

The pamphlet deals at great length with the matter of finance, 
and without referring in detail to the various tables shown, we 
will draw the general conclusion that the capital invested in 
hotel businesses amounted to about £12,780,000 in 1880, and to 
about £31,100,000 in 1905. The table giving the returns for 
1880 and 1905 is as follows :— 


1880. 1905. 
Receipts £2,112,000 £7, — 680 
Expenditure 1,440, 000 5,255, 200 
Gross profit £672, 000 £2, 293, 480 
Depreciation of immovable goods, 1 B% and 
of movable (87%) RippersueRaivs cau eieart sk 379,200 837,600 
Net profit . £292, 800 £1,455,880 


Or in per cent. “of the capital 2° 3% 4TY, 
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These figures speak for themselves, and it is surely unnecessary 
to comment further upon the steady increase they denote in the 
number of foreign visitors to Switzerland. 

The pamphlet next gives some very interesting information 
about the hotel employés. The total given for 1880 is 16,022 
persons ; an increase of 49 per cent. is shown in the year 1894, 
the total having reached 23,907, or 11,340 employés in yearly 
businesses and 12,567 in those conducted by the season. In 1905 
the numbers stand at a total of 33,480, or 14,252 employés in 
yearly businesses, and 19,228 in those carried on by the season. 
The number of employés has increased in about the same pro- 
portion as the hotels, for the report shows 16 employés to each 
hotel in 1880, 14 in 1894, and 17 in 1905. The nationality of 
the employés is mentioned for the year 1905, the percentage being 
about 38 foreigners to every 100 Swiss. 

A peculiarly interesting table is given in the report referring 
to the salaries of the hotel employés. It must be borne in mind 
that all employés receive board and lodging, the hotel proprietors 
reckoning the average cost of each employé as 1°2s. per day. The 
duration of the engagement of a person in a business conducted 
by the season is calculated at 100 days. The total amount of 
salaries in 1905 stands at £1,078,720; the average yearly wage 
of an employé, including board and lodging, is reckoned at 
£57°2744, and the average wage of an employé engaged by the 
season of 100 days only at £13°6488. These amounts do not 
include the ‘‘tips’’ that may be bestowed by visitors. These 
tips would, of course, increase the salaries of those employés into 
whose hands they fell, but as many: of the employés do not come 
into contact with the visitors, such tips cannot be included in 
the general average. 

The pamphlet contains two more extensive tables that may 
be of interest to English readers; the one has reference to the 
nationality of the foreign visitors to Switzerland, and the other 
to the percentage of beds occupied in the various months of the 
year. ‘The report does not give particulars as to how the per- 
centages with regard to nationality were obtained, but we may 
conjecture that each hotel proprietor preserves a record of the 
visitors who make use of his establishment, and probably he takes 
note of their nationality also. Germany stands highest on the 
list, the number of visitors from that country being 30 per cent., 
and Switzerland itself supplies the next highest number of 21 per 
cent. England shows 15 per cent., France about 12 per cent., 
and America about 6 per cent. The last on the list are Italy 
with about 3 per cent., and Austro-Hungary with about 2°5 per 
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cent. An interesting note is added in this connection to the 
effect that both hotel proprietors and employés prefer the English 
and American visitors; these stay longer on the whole, and 
although their demands may be rather high, they exhibit a 
generous and open-handed nature. 

The standard of the year’s prosperity is the percentage of 
beds occupied. Thus an average of 25 per cent. beds occupied 
is regarded as a bad year, 26 per cent. to 28 per cent. is con- 
sidered a poor year, 29 per cent. to 32 per cent. is reckoned 
a middling year, 33 per cent. to 36 per cent. is a good one, and 
37 or upwards is a very good year. Since 1894 there has only 
been one very good year, while one good year, four middling 
years, five poor ones, and one bad year are reported. The highest 
percentages of beds occupied are found in July and August, their 
averages being 58 per cent. and 76 per cent. respectively. April, 
May, and June show respective averages of 20 per cent., 22 per 
cent., and 30 per cent., while the average for September reaches 
about 40 per cent. 

Efforts are being made to entice foreign visitors to Switzerland 
during the winter months to such places as St. Moritz and Davos, 
where winter sport offers facilities for enjoyment, but the hotel 
proprietors report that the increase of visitors in winter diminishes 
the number of summer holiday-makers. 

It is very easy to deduce from the facts stated in this Jubilee 
Pamphlet that Switzerland’s foreign visitors are of the utmost 
importance to the prosperity of the whole country ; they set money 
flowing in various directions, and exercise a material influence 
upon the general finance of the land. 

A. MURIEL FARRER 





An Essay on the Causes of the Decline of Foreign Trade, conse- 
quently of the value of Lands of Britain, and of the means 
to Restore Both. Begun in the year 1739. (London, 1744.) 


THE authorship of this tract is a matter on which different 
opinions have been expressed. At one time the balance of 
evidence appeared to me in favour of its ascription to Sir Matthew 
Decker, as stated on the title-page of one edition. Since then, a 
further examination of the material has led me to doubt this 
conclusion, for reasons which can be briefly stated. 

Before turning to the examination of this evidence, a word is 
necessary as to the authorship of another tract, the ‘‘ Serious 
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Considerations on the several high Duties which the nation in 
general (as well as its trade in particular) labours under, dc. By 
a well-wisher to the good people of Great Britain. London, 1743,” 
which has been generally attributed to Decker. On this point 
contemporary evidence is unanimous. The book is stated to be 
written by him by well-known writers, and the plan which it 
suggests as a substitute for existing taxes, namely, a tax on 
houses, as a test of consumption, was evidently a matter of 
considerable discussion. It was treated as well worth considera- 
tion by a writer like Fauquier, and was respectively supported 
and attacked by others. One hostile writer in 1757 speaks of it 
as ‘‘a Proposal commonly called Sir Matthew Decker’s Scheme.”’ 
So far, however, as the tract is concerned, it was not published 
under his own name, and the references to his authorship appear 
to be subsequent to his death in 1749. Internal evidence, so far 
as it goes, points to his authorship. It was obviously written 
by someone having considerable knowledge of the East India 
Company’s affairs, and is much more like the work of a man of 
affairs than that of a professional writer. The style is simple 
and direct, and somewhat resembles the few letters of Sir Matthew 
Decker which remain. Under the circumstances, there is [ittle 
particular reason for doubting the accuracy of the view thus 
expressed. On the other hand, scattered contemporary statements 
as to authorship are not a very sure ground for certainty in 
the case of an anonymous pamphlet like that in question. This 
matter has been dealt with first because some part of the argu- 
ments against Decker’s authorship of the ‘‘ Decline of Foreign 
Trade ’’ has rested on the incompatibility of the two works. 

The ‘‘ Decline of Foreign Trade ’’ was published anonymously 
in 1744 by J. Brotherton, the title-page, however, recording that 
it was begun in 1739. In 1749, the year of Decker’s death, a 
so-called second edition, but a mere reprint of the first, was 
issued in Dublin, bearing Sir Matthew Decker’s name. In 1750 
Brotherton published a second edition without any author’s name, 
in which an addition is made to the Preface, containing these 
words: ‘‘ The bookseller desiring a second edition, the oppor- 
tunity of correcting the mistakes in the first was a sufficient 
inducement to comply with his request.’’ A profession of willing- 
ness to make further corrections follows. ‘This, of course, suggests 
that the author was alive, and though the process of printing and 
publication may have occupied some time in the eighteenth 
century, Decker’s death in March of the previous year seems to 
put him out of the question. 

No. 72.—vouL. XVIII. UU 
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On turning to internal evidence, the first matter which presents 
itself is as to the probability or improbability of two tracts 
propounding different schemes proceeding from the same hand. 
It is necessary, however, to point out that in both the leading 
idea is the levy of taxes according to the power of consumption, 
the house tax in the ‘‘ Serious Considerations ’’ being taken as a 
test, while in the ‘‘ Decline of Foreign Trade’’ a schedule of 
consumption of luxuries is drawn out. Again, in the ‘‘ Serious 
Considerations ’’ a tax on the consumption of tea is proposed. 
But the alleged incompatibility of a common authorship of the 
two rests on the improbability of the two being written at the 
same time, a feature which is emphasised by the statement that 
the ‘* Decline of Foreign Trade’’ was begun in 1739. Moreover, 
the author of the ‘‘ Serious Considerations,’’ in mentioning his 
proposal as one for taxing consumption, definitely distinguishes 
it from a General Excise, which he condemns as inquisitorial, 
adding that he opposed the excise measure of seven years pre- 
viously, and advocates the house tax as a means of attaining the 
desired end, without any of the disadvantages associated with the 
excise. It is surely improbable that he would, at the very same 
time, be advocating a method of taxation necessarily inquisitorial. 
In the next place, the two works differ greatly in method and 
style. The one, the ‘‘ Decline of Foreign Trade,’’ is elaborate in 
arrangement, and somewhat turgid and involved in style, while 
the other reads like the brief deliverance of a man unaccustomed 
to beat about the bush, and anything but diffuse in the expansion 
of his ideas. He writes continually in the first person, a feature 
by no means frequent in the former tract. In addition, however, 
to these differences, there is one particular reason which increases 
the difficulty attending the hypothesis of Decker’s authorship of 
this work. It contains a very definite attack on the monopoly 
and methods of the East India Company, with which, of course, 
Decker’s interests were closely bound up, thus again negativing 
the attitude taken by the writer of the ‘‘ Serious Considerations.’’ 

In the matter of external evidence, there is considerable differ- 
ence of opinion. Fauquier, in the second and third editions of 
“Ways and Means,” 1756 and 1757, attributes the work to 
Richardson, about whom he clearly knows little or nothing. So, 
too, does Chalmers in 1783. On the other hand, Tucker ascribes 
it to Decker, in his Brief Essay on Trade in 1750. This leads to a 
reference to the same effect by Lord Townshend in a letter to 
this author. His authority, however, is of little value as he 
writes, ‘* You will wonder, but it is very true that I had not seen 
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or even heard of Sir M. Decker’s Essay on the causes of the 
Decline of Foreign Trade, till I found it quoted in your essay.” 
But this renders still more important the withdrawal by Tucker 
in the next edition of the ‘‘ Brief Essay on Trade ’’ (1753) of any 
reference to Decker as the author of the tract in question. Under 
the circumstances, the omission of what was definitely stated 
three years before certainly seems to indicate the discovery and 
correction of a mistake. Postlethwayt, however, attributes the 
work to Decker in the ‘‘ Universal Dictionary of Trade,’’ in the 
editions of both 1751 and 1774, and also in ‘‘ Great Britain’s True 
System ’’ in 1757. 

The matter seems much as follows. About the time of 
Decker’s death, there was for some reason or other a belief 
current that the work in question was due to him. As evidence 
of this, we have the Dublin edition, and the references by both 
Postlethwayt and Tucker, the latter of whom, at any rate, was 
not affected by the Dublin title-page, since he was referring to the 
quarto edition of 1744. In a year or two, however, Tucker sees 
reasons for abandoning this ascription, while Fauquier, who in 
his first edition makes no mention of any author, in his second 
and third editions attributes the work to Richardson. 

Whether the work was by Richardson is difficult to 
determine; that rests mainly on Fauquier’s testimony. But, 
leaving this aside, in the lights of the facts given above, certain 
conclusions seem well-established, namely :— 


(1) That it was not by Decker. 

(2) That it was not by the author of ‘‘ Serious Considera- 
tions.”’ , 

(3) That the author was alive in 1750. 


E. C. K. GONNER 





Tuer LABouR INSURANCE LAW IN HUNGARY. 


KEEPING pace with industrial improvement Hungary is trying 
to establish effectively all those institutions: for the protection of 
workmen which are necessary to peaceful social evolution. A 
notable manifestation of this endeavour was the passing of Act 
XIX. of 1907, treating of the insurance of industrial and commer- 
cial employés against illness and accidents. We should like to 
make the reader acquainted with the antecedents, principles and 


chief provisions of this Act as briefly as possible. 
uv 2 
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The ideas which led Germany in the ’eighties to a stupendous 
extension of institutions in connection with labour insurance took 
a lively hold also on the Hungarian Parliament. 

In 1884, whilst discussing the industrial Bill, the House called 
upon the Government to draft a Bill for the insurance of workmen 
against accidents. ‘The manufacturers were obliged by the indus- 
trial law itself to adopt and maintain in their factories at their 
own cost such measures as were necessary for the security of the 
workman’s life and health. The same Act also encouraged indus- 
trial employees to found aid funds, and declared that where the 
majority of the employees decides to found an aid fund, the 
minority is also bound to join and to pay a certain percentage of 
their weekly wages for the maintenance of the fund. 

Under the influence of a great mining catastrophe in 1885 Par 
liament declared the necessity for a law providing for the security 
of the workman’s life and health, and also for the surviving 
dependants of workmen killed by accident. 

The first Bill of this kind, entitled ‘‘ Sick Benefits for Indus- 
trial and Factory Employees,’’ was brought in by the Board of 
Trade in 1891, and soon became law. From lack of practical 
experience, this law followed the form of organisation existing in 
Germany and Austria: entrusting the insurance to district sick 
clubs, at the same time allowing sick funds to be founded by 
workmen of the same guild, by employers in their own factories, 
and also by private societies. The preamble of the Sick Benefit 
Bill promised the speedy introduction of a Bill for accident insur- 
ance ; in the meanwhile sickness or cases of fatal accidents were 
attended to by the sick benefit funds. 

The great number of the sick funds led to the dissipation of 
their strength, so that some of them were not capable of perform- 
ing the task laid down for them by the law. 

In the meanwhile the law freating of factory inspection, en- 
forcing Government supervision of factories and industrial estab- 
lishments, thereby taking the necessary measures for the physical 
protection of workmen, was framed in 1893. 

Several plans were drafted by the Board of Trade for insurance 
against accident. These, however, were never carried into effect. 

Public opinion felt more and more the necessity of this kind 
of insurance; as an example of this we may take the practice 
of the courts of justice which, in reference to the supervision law 
of 1893, demanded more and more urgently from the employers 
compensation for the workmen or their surviving dependants in 
cases of accidents happening during employment. This compen- 
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sation often reached a very substantial sum. Private insurance 
societies were by these means brought into a flourishing condition, 
as the employers transferred their lability to the insurance 
societies by means of a yearly payment. On the other hand, in 
the more dangerous trades, the masters themselves expressed a 
wish for legally defined accident insurance. 

Before the accident insurance of industrial workers (on account 
of the difficulties of the work and the many sides of the question) 
could be properly worked out and carried into effect, a Bill was 
brought in by the Board of Agriculture to provide in some measure 
in cases of accident for agricultural labourers, the number of whom 
in Hungary considerably exceeds that of those employed in trades. 
This Bill passed into law as Act XVI. of 1900, and a fund was 
formed, chiefly by the State, for agricultural labourers and 
servants. 

Employers are bound to pay into the Fund 1°20 “krone” (1s.) 
annually for each servant employed by the year; the membership 
of other labourers is voluntary. The fund assists any of its 
members thrown out of work through accident; in cases of in- 
capacity not caused by accident, those are assisted who have been 
members of it for at least ten consecutive years. If the member 
loses more than a week by accident, over and above the expenses 
of the doctor and of medicine, he receives one “krone” (10d.) 
daily, but only during a period of sixty days. A totally disabled 
labourer receives ten “krone” (8s. 4d.) a month as long as he 
lives. If the accident ends in death the Fund pays 100 “krone” 
(£4 3s. 4d.) for funeral expenses, but if there are dependant sur- 
vivors, a contribution of 400 “krone” (£16 18s. 4d.). 

A new Act (XIX. of 1902) made the insurance of those em- 
ployed on threshing and cutting machines obligatory at the 
expense of the farmers. 

In 1902 the Minister of Commerce organised a special depart- 
ment for the codification of social politics, the first task of which 
was the drafting of a Bill for obligatory insurance against acci- 
dents. In the following year the Bill was ready, and, with the 
purpose of inviting public criticism, it was published in two 
volumes containing an extensive and precise report of arguments 
and a collection of materials referring to every branch of the 
question. The interest of the expert public was a very lively one ; 
the Bill, however, was unable to reach the stage of Parliamentary 
discussion owing to the political situation of the time. 

As soon as a new Government was formed in 1906, the Minister 
of Commerce considered it as one of his first tasks to work out 
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the whole complication of the workmen’s insurance laws. As the 
necessity to modify the sick benefit law became ever more pressing, 
in the same year the Board of Trade had a Bill drafted for the 
common organisation of sick benefit and accident insurance, taking 
the former plan asa basis. The Bill having been discussed by 
many experts, was accepted by the Legislature in 1907 (Act 
XIX.), brought into working on July 1st, 1907, and is based on 
the following principles :— 

(1) Insurance for sick benefit is obligatory on all employees in 
every branch of trade and commerce whose salary does not exceed 
2,400 “krone” (£100) a year, or eight “krone” (6s. 8d.) a day; 
on the other hand, insurance against accident is obligatory in 
every dangerous employment mentioned in the law, without 
regard to amount of salary, but in the question of compensation 
a salary of not more than 2,400 “krone” (£100) is taken into 
consideration. (2) Sick benefit and accident insurance are 
entrusted to the same funds, which are united into one 
central fund for the whole country. (3) In the Central 
National Fund, as well as in its local organs, both in- 
terested classes—employers and employees—are equally repre- 
sented. (4) For the decision of disputed questions a select jury 
is organised. 

Insurance for sick benefit has a wider circle, as insurance 
against accident is not compulsory for workmen employed in some 
less dangerous small trades, and also is not obligatory for the 
employees in commerce. Sick benefit consists in doctor’s attend- 
ance and medicine, including treatment in a sanatorium or water- 
ing-place, and of provision for maintenance. Claims on the sick 
benefit fund cannot be limited to a period of less than twenty 
weeks, but the Fund can extend this term to a year. A woman in 
childbed—if she is not otherwise ill—has a claim for sick benefit 
for six weeks. All members of the family living in the same 
household are granted treatment free of charge. 

Maintenance money equals half of the general wages of the 
insured employee, but it can be raised until it equals two-thirds of 
the wages. In case of death a sum equal to 20-40 times the daily 
wages is given for funeral expenses. 

In case of accident, assistance is granted for the first ten weeks 
by the sick benefit fund; later on the case is supported by the 
accident insurance fund. 

The injured workman during the time of his incapacity 
receives a pension. If he entirely loses his capacity for work, 
60 per cent. of his yearly wages is granted to him; but if besides 
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this he becomes impotent and needs constant nursing, the pension 
is to be raised to 100 per cent. 

In case of the death of an injured workman, funeral aid is 
given up to the sum of twenty times the daily wage; the widow 
gets a pension of 20 per cent. of his yearly wages; each of the 
fatherless children 15 per cent., but if also motherless, 30 per 
cent. ; his parents, grandparents, or orphan grandchildren 20 per 
cent.; but the total sum ef all these payments cannot exceed 
60 per cent. of the yearly earnings of the injured workman. 

From a humanitarian point of view the Hungarian workmen’s 
insurance law has made a considerable innovation, in which it 
is a pioneer to the Legislatures of all Europe, for the Hungarian 
law does not make any difference in the value of the claim on 
assistance, whether the illness or accident be occasioned by intem- 
perance or by any other cause; in one case only the workman is 
deprived of his claim, 1.e., if he brings about the accident pur- 
posely. But even in this case, if death ensues, his family gets 
the assistance and payments provided by law. 

The expenses of the sick benefit fund are borne equally by the 
employers and the employees, those of accident insurance only 
by the employers. The premium of the sick benefit funds cannot 
be fixed under 2 per cent., or over 4 per cent. of the average 
daily wage; the amount of the premium is fixed by the Central 
National Fund. In small trades, where the usual number of 
employees does not exceed five, the premium of the sick benefit 
fund must not be higher than 2 per cent. during the first five 
years of the law’s working. 

As we said, the expenses of accident insurance are borne only 
by the employers. In order that single trades may contribute to 
the expenses in the proportion in which they make claims upon 
the fund, the law prescribes that the insured branches and trades 
are to be classified according to their danger and according to their 
obligation to pay the premiums. ‘This classification of danger is 
not a constant one, but will be modified in time according to the 
results of experience. As soon as the Central National Fund 
began to work, the “State Workmen’s Insurance Office” prepared 
the first table of the classification of danger, on the basis of our 
hitherto very deficient experience, and from the data of foreign 
insurance societies. ‘The first classification of danger is to be 
modified as soon as the number of accidents in the different trades 
makes it advisable; indeed, the National Central Fund is com- 
pelled every five years to revise the danger-classification, and, if 
necessary, to correct it. 
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Even within the same trade there may be an individual classi- 
fication according to the more or less careful provision made by 
the employer. Therefore it is in the interest of the employers 
that their own establishments, as well as others of the same 
trade, should possess every appliance for the protection of 
workmen. 

The provisions of the law for preventing accidents are con- 
sidered by many experts as a more important measure than the 
material compensation of the injured workman and of his family, 
and so, during the occasion of the Parliamentary discussion of the 
subject, the Government declared its intention to take great care 
for the protection of the workmen’s physical soundness and 
health. 

The insurance for both sick benefit and accident is provided 
for by the National Sick Benefit and Accident Insurance Fund ; 
its local organs are the District Funds. Besides these, the law 
has left untouched the funds of the old establishments, but only 
for the purposes of sick benefit ; insurance against accident is also 
in these cases discharged by the District Funds. All other forms 
of the previous sick benefit insurance are stopped, whereby their 
number has been diminished to one-third. So, their power being 
concentrated, their capacity has been raised. 

The National Workman’s Sick Benefit and Accident Insurance 
Fund is an autonomous corporation governed by an equal number 
of representatives of the insured workmen and of their employers. 
Over all the workmen’s insurance funds there is the State Work- 
men’s Insurance Office to superintend and control them, its 
expenses being borne by the State. 

The law in question provides the greater number of trade 
employees with the most necessary requirements of life in the two 
most frequent cases of incapacity for earning: in the cases of 
illness and accident. On the occasion of bringing in the Bill, the 
Minister of Commerce announced his intention to draft a Bill for 
Old Age Pensions and Sick Insurance of Labourers in a short time. 
If this plan should also succeed, the workman’s insurance in Hun- 
gary will be the first to realise the object aimed at by all the 
leaders of workmen’s insurance institutions, t.e., to build up all 
kinds of insurance on a common basis, and to provide for the fulfil- 
ment of all its tasks by the same organisation. 

MENYHERT SZANTO, 
Director of the Hungarian Institute of Social Service. 
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RECENT OFFICIAL PAPERS. 


Report from the Select Committee on Home Work, together with 
the Proceedings of the Committee. (Commons Paper, 246, 
1908.) 

THE Report at the outset connects home work with sweated 
labour in the general sense of work done for insufficient payment. 
“We have had quite sufficient evidence to convince us that the 
earnings of a large number of people—mainly women who work 
in their homes—are so small as alone to be insufficient to sustain 
life in the most meagre manner, even when they toil hard for 
extremely long hours.” The “large number of people” here 
referred to is found in that group of home workers which consists 
chiefly of (1) single women, widows, wives deserted by or separ- 
ated from their husbands, and wives whose husbands are unable 
to work ; (2) wives who obtain work when their husbands are out 
of employment; (3) wives and daughters of men in work who 
wish to increase the family income. It is with this group that 
the Committee were mainly concerned. 

The earnings of many of these are “pitiably small.” Of 
this smallness the principal causes are classified under eleven 
heads, which may conveniently be reduced to five, namely, (1) the 
large and elastic supply of workers; (2) competition (with 
machinery, with workers in foreign countries, and with workers 
at home who do not work for the market) ; (3) the disadvantages 
of sex; (4) the intervention of middlemen (an occasional cause 
only); (5) fierce competition among employers in most sweated 
trades, and the absence of any standard rates of pay. These 
causes are complicated by the conditions of factory development. 
Stringency of factory regulations causes a tendency to employ 
workers to whom such regulations do not apply ; the large supply 
of low-priced home-labour checks improvements of factory 
methods of production ; and, at the same time, improvements in 
factory production tend to reduce the rates of payment for work 
done outside—in other words, the more efficient the factory organ- 
isation, the more hopeless is the struggle of the home worker. 

The Report then discusses the provisions of the existing law 
in regard to home workers. These consist chiefly in the powers 
given to the District Councils to prohibit work being given out 
to be done in premises which are injurious to health; in the 
requirement that persons giving out work must keep a list of 
persons to whom it is given out, and send copies of these lists 
to the local authority twice a year; in the “Particulars” section 
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of the Act of 1901, which secures to the worker beforehand in- 
formation as to the price he is to get for the work; in some slight 
protection afforded by the Truck Act of 1896; and in the regula- 
tion of children’s employment by the Act of 1903. 

As to the effect of these provisions, the Committee “are of 
opinion that these provisions of the existing law have failed to 
produce any real amelioration of the condition of home workers, 
and that legislation of a far-reaching character is required.” 

Turning to Australasian experiments and experience, the Com- 
mittee accept Mr. Aves’s general opinion that “there is not much 
information or guidance . . . to be derived from the conditions, 
legislation, and experience of Australia and New Zealand”; but 
they are of opinion, nevertheless, that the legislation in these 
Colonies has been distinctly useful. 

Finally, turning to suggested remedies, the Committee confine 
their attention to two proposals (both applicable to certain speci- 
fied trades only): (1) that home workers shall be licensed by 
Factory Inspectors before they can legally obtain work, the 
licence to be renewed every six months; (2) that Wages Boards, 
consisting of employers and workpeople, with a neutral chair- 
man, shall be established with power to fix the minimum rates 
of wages to be paid to workers. 

The former proposal is discussed very shortly, and dismissed 
almost impatiently; the latter is finally adopted, and coupled 
with sundry minor recommendations, including a provision to 
prevent the worker’s waste of time in fetching and carrying, and 
a provision to ensure compulsory registration of all home workers 
employed by other persons in preparing articles for sale, and the 
enforcement of the keeping of accurate lists by employers. It 
is to be noted, however, that the legislation proposed is to be at 
first tentative and experimental, and to be limited in its scope 
to home workers engaged in the tailoring, shirtmaking, under- 
clothing, and baby linen trades, and in the finishing processes of 
machine-made lace. The Home Secretary may establish Wages 
Boards for any other trades in any districts after inquiry made. 


In commenting upon the Report, of which the above is a 
brief summary, it may be noted at the outset that the Committee 
have not fairly grasped the conditions of the problem. They seem 
to have forgotten the very large group of home workers consisting 
of wives who work because their husbands’ earnings are not 
enough to keep the family. These wives are certainly not in- 
cluded in the third group of women workers described as “wives 
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and daughters of men in work who wish to increase the family 
income,” for the latter are distinctly stated to be women who 
“usually select pleasant work, and do not ordinarily work long 
hours.” This omission is serious, not merely because it leaves 
many underpaid home workers out of consideration, but also 
because it indicates a failure on the part of the Committee to 
consider the question of underpaid women’s work in connection 
with the whole question of low-paid labour, or of men’s wages 
which are normally below an accepted standard of family require- 
ments. The Report, as a consequence, suggests no answer to 
those who maintain that “the remedy for some of the worst 
suffering in sweated home industries is not higher wages at all, 
but less need to work.” 

Again, the analysis of the causes of low payments for home 
work is incomplete. It is impossible to understand the diffi- 
culties of the problem of “sweated” or very badly paid home 
work without reference to the fact that it usually attaches to 
surviving hand processes (belonging to an old stage of industry) 
working side by side with very up-to-date conditions of the market 
—a highly elaborated commerce dealing with a very extensive 
demand at a low demand price. That is to say, the work is 
connected with old and simple processes (which cannot always 
be superseded by machinery) linked to a new and complex system 
of industry and commerce to which they are not and cannot be 
adjusted. This is not at all the same thing as “competition with 
factory methods,” and failure to include this cause among the 
causes of underpaid home work forms a further serious omission, 
in that it indicates a failure on the part of the Committee to 
consider the problem in relation to the whole modern industrial 
and commercial system. 

In their rejection of the proposal for licensing all home 
workers, the Committee are not convincing. ‘The scheme would 
involve too many inspectors, they say, and it would discourage 
the occasional worker. As to the former objection, it may be 
retorted that the general conditions of home workers can never 
be regulated without largely increased inspection ; and, indeed, 
the Committee’s own recommendations, if properly carried out, 
would throw a very large amount of extra work upon the Factory 
Inspectors. They insist that “the keeping of accurate out- 
workers’ lists by employers should be strictly enforced ’—surely 
impossible without extra inspection; and they propose to leave 
to the Inspectors the task of enforcing the decisions of the Wages 
Boards, and making detailed decisions themselves. It is to be 
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noted, moreover, that in their desire to avoid actual visiting of 
home workers’ abodes, they appear to forget the significant state- 
ment of Miss Squire that there has been no improvement in the 
cleanliness of these abodes corresponding to the improved sanitary 
conditions—a defect which everyone agrees ought to be remedied 
even if detailed inspection is the only way of remedying it. 
The second objection put forward to the licensing scheme seems 
hardly to the point. The Committee appear to forget that the 
scheme provides for the immediate granting of licences provision- 
ally, pending a visit by the Inspector. 

Turning to the Committee’s final recommendations, it is not 
too much to say that they are based upon arguments in which 
a rather extreme optimism sometimes takes the place of logical 
consistency. It is asserted as a general justification that “it 
is quite as legitimate to establish by legislation a minimum 
standard of remuneration as to establish such a standard of sanita- 
tion, cleanliness,” &c. It may be legitimate, but the suggested 
analogy is a false one. This point was fully dealt with by Mrs. 
Macdonald in the March number of the JOURNAL, and need not 
be dwelt upon here. But we may note that the argument is 
really dangerous in so far as it suggests that a minimum rate of 
pay can be enforced in the same way as a minimum standard 
of sanitation. To the former the honest and fearless co-operation 
of the workers is necessary ; to the latter it is not. Again, the 
Committee are prepared to face the disappearance of certain home 
traders, but—again with characteristic optimism—they argue 
“that experience teaches that the usual result of legislation of 
the nature referred to is not to kill the industry, but to reform 
it.” Certainly, experience of legislation of a quite different nature 
(applied to organised factory industry) has been to reform the 
industry in the sense of improving it; and it is probable that the 
legislation now proposed would also lead to reformation—but in 
a very different sense. It would be most likely to reform the 
industry—by handing it all over to the factory workers. The 
argument, therefore, is not reassuring to those who regard the 
proposal as one for the abolition of home work. 

The actual working of the proposal is, as we all know, beset with 
difficulties. The Report does not make these appear any less. The 
Wages Boards are first to fix a general minimum time rate for 
an average worker in the specified trades, and then to fix some 
minimum piece rates in relation to the time rate. But to fix 
piece rates for any variety of pattern and process is obviously 
impossible. The Inspectors, therefore, will allow or disallow any 
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particular piece rate according as it is found to bring in to the 
average worker a weekly wage not less than the general time 
rate fixed for the district and trade. Everything is thus deter- 
mined by reference to the average worker—whom the Inspectors 
have to find in all the special processes and detailed branches of 
work. But persons below the average are to be allowed to go on 
working for insufficient weekly wages: “the earnings of those 
who are slow or inefficient cannot be raised by giving them a 
rate of payment above that which is made to the average worker, 
even though it yield a very poor income to those whose output 
is small.” The general result will thus be a raising of piece 
rates, leaving an indefinite number of workers still earning an 
insufficient wage. This is doubtless inevitable in any case, but 
it is useless to pretend that the higher piece rates for the home 
work will not increase automatically the competition of the 
factory, the foreigner, and the private persons making articles 
for themselves, thus throwing out of employment altogether large 
numbers not only of inferior workers, but also of “average” 
workers. 

It may be added that the Committee are again optimistic as 
to the operation of the Boards. They regard the equal repre- 
sentation of employees and employers as a full safeguard “against 
most, if not all, the conceivable harm which could possibly result 
from the unwise use by the Boards of the powers conferred upon 
them.” 

In conclusion, the recommendations may be good; it may be 
wise to try the expedient of Wages Boards; but it may be 
doubted whether this Report gives reason for regarding the 
attempt as any less a leap in the dark than it appeared to be 


before the Committee was appointed. 
E. J. URwick 





Report of the Home Circumstances of Necessitous Children in 
Twelve Selected Schools. (London: P. 8. King.) 


Sincgz the passing of the Provision of Meals Act there has 
been much controversy over the number of necessitous children 
in the elementary schools. Sentimental pessimism or political 
agitation has painted in lurid colours the huge army of the 
starving ; while the optimism of the Charity Organisation Society 
and other bodies, distinguished by the same spirit of philanthropic 
asceticism, has reduced the figures to an almost vanishing quan- 
tity. But in either case the conclusion has been derived from 
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preconceived opinions rather than from the facts of a verified 
experience. A report recently published by the London County 
Council throws much light on the question and enables us to 
ascertain with some degree of precision the extent and the 
character of the problem of the necessitous child. 

Special officers were appointed to investigate the home 
circumstances of the children who were receiving meals in twelve 
selected schools. These officers were chosen for their knowledge 
of the poor, and the majority had been trained in one or other of 
the offices of the Charity Organisation Society ; one of those who 
directed the inquiry had for years been a secretary of a local 
committee of that association. The schools lay in different parts 
of London, and were typical of the various kinds of poverty. 
Poverty in a wealthy district, in a lower middle-class 
district, in a poor district, in a very poor district, and 
in a criminal district—these are the divisions into which 
the schools are placed. The investigation was of the 
most exhaustive character. ‘‘ Teachers, attendance officers, 
relieving officers, and clerks to distress committees” were 
interviewed. “Then the evidence was taken of the church and 
chapel workers, London City Missionaries, settlement workers, 
charity organisation committees, nursing associations, Bible- 
women, and police. In some cases the large employers of labour 
in the district, landlords, and shopkeepers (including the pawn- 
broker) were also consulted.” It is not possible to reach exact 
knowledge concerning the condition of the poor, but we may 
fairly say that this report furnishes as satisfactory an approxima- 
tion to this ideal as can be obtained. 

The conclusions fall into two classes. There is first the 
question of the number of necessitous children. The word 
“necessitous” signifies, as defined by the Act, children unable 
through lack of food to profit fully by the instruction given. 
The method of selecting children in most of the schools was 
found to be very unsatisfactory. A boy might be fed in the boys’ 
department of the school, while his sister in the girls’ depart- 
ment was left to go hungry; further, there was little investiga- 
tion of the cases, and many received meals who did not require 
them. The following are the principal figures :—2,581 children 
were receiving meals in the twelve schools; if to this number be 
added the number of omitted brothers and sisters, who should 
certainly have received the same treatment as the other members 
of the family, we reach a figure of 3,334 as representing the 
number of children included in the inquiry. Of these the report 
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classes 2,630 as necessitous—a number not differing very much 
from the number actually being fed. The errors in selection 
thus compensate one another; and, while there were children 
fed who did not need meals, there was a corresponding number 
of children who, though necessitous, were allowed to go hungry. 

If, therefore, we regard the conditions in these schools as 
typical, it is now possible to calculate the number of necessitous 
children in London. We may, as the report shows, assume that 
the number being fed at any moment is approximately accurate 
as regards the totals, though incorrect as regards the individuals 
included. ‘The London County Council receives weekly returns 
from the schools giving the number of children classed as neces- 
sitous. During last winter the highest figure reached was 
approximately 50,000. Fifty thousand, therefore, represents the 
maximum number of necessitous children reached in London in 
any one week ; in other words, 7 per cent. of the children attend- 
ing the elementary schools. In using this figure as a working 
hypothesis two considerations must be borne in mind. First, last 
winter was in London a normal winter, not marked by any un- 
usual amount of distress or unemployment. Secondly, it must be 
remembered that in no case were the circumstances of all the 
children in the school examined, the inquiry was confined, 
with one trifling exception, to the families of those children 
actually in receipt of meals. There can be no doubt that, since 
the methods of selection were proved to be faulty, a full investiga- 
tion would have disclosed many more necessitous children, but 
how many it is impossible to say. It is unfortunate that the 
inquiry was of this restricted character. But, at least, we 
cannot be accused of exaggeration if we assert that, in a normal 
winter, the maximum of necessitous children in any one week 
will not be less than 7 per cent. of the children in the schools. 

But the report does much more than determine the number of 
necessitous children; it attempts to classify the causes which 
have led to the children requiring meals. The families are 
divided into seven classes. Class I. “is composed of families 
whose normal condition is one of independence, but who, owing 
to illness in the home or to some misadventure other than lack 
of work, are for a short while placed in uncomfortable circum- 
stances” ;3°9 per cent. of the families belong here. 

Class II. includes the genuinely unemployed; 5°7 per cent. 
of the families are placed in this division. This class is distin- 
guished from Class III., which consists of the casual labourer or 
the under-employed; 19°0 per cent. of the families are so 
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described. The investigators were well advised in trying to make 
this distinction, though it is a distinction not easy to carry out in 
actual practice, and too much stress must not be laid on the 
exact figures. 

To Class IV., which includes the intemperate and wasteful 
parents, no less than 44°7 per cent. of the families belong. “In 
practically all these cases one or both of the parents are 
drunkards.” In this division the moral and not the economic 
factor decides the class of the family. Many of this class would 
find a place in Classes II. and III., but apparently, though the 
report is not clear on this point, if there is a history of drink the 
family is thrown into Class IV., irrespective of the nature of the 
parent’s employment. 

Class V., 50 per cent. of the whole, contains the widows, the 
deserted wives, and the families where the chief wage-earner is 
in prison. 

The children of families in one or other of these five classes 
are all regarded as necessitous with the exception of a few cases 
with incomes above the poverty line defined below. It is not, 
of course, asserted that the children of all intemperate parents 
require meals; but it is assumed that all children who, in the 
opinion of care committees or teachers appear to need food, 
should be fed when there is evidence of drink in the home. 

In Class VI. we reach the families where the wage-earner is 
in regular work, or where parish relief is given. To determine 
the necessity of the family it is necessary to set up some 
standard of poverty. The incomes of all families are expressed 
in terms of a family consisting of two adults and four children. 
To make the necessary calculations an adult is regarded as anyone 
over school age (fourteen), the requirements of a child as three- 
quarters of the requirements of an adult, an infant under school 
age (three) as equivalent to half an adult. The income, after 
the deduction of rent, insurance, and travelling expenses, is then 
reduced or increased accordingly. If the income so arrived at 
is less than fifteen shillings a week the family is termed neces- 
sitous. This poverty standard is simpler than that adopted by 
Mr. Rowntree, but does not differ from it very materially ; 16°9 
per cent. of the families are placed in Class VI. It should be 
mentioned here that in nearly half of all the cases the investi- 
gators were unable to determine the income of the family. 

Class VII. includes the families where the parents themselves 
confessed that meals were not required; 4°8 per cent. of the 
families belong here. 
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The report contains much other valuable information which 
space will not allow of discussion. Over-crowding, cleanliness 
of the home, occupations of the parents, are subjects which have 
received careful examination; the results are summarised in 
elaborate tables. As an investigation into the problem of the 
necessitous child, the report is unique of its kind, and merits a 
more careful study than .is usually given to municipal 


publications. 
R. A. Bray 


The Report of the Central Unemployed Body for London. 


THE Report of the Central Unemployed Body for London upon 
its work from May, 1906, to June 30th, 1907, contains a good 
deal of valuable information as to the classes of unemployed 
workmen who apply for relief in the metropolis, and some 
material for estimating the efficacy of the machinery created by 
the Unemployed Workmen Act of 1905. The main facts of the 
Central Body’s activity during the period under review are as 
follows :— 

(1) The total number of persons who registered their 
names was 27,570, of whom 1,415 were women, and 26,155 
were men, as against a total of 36,488 registering in 1905-6 
(p. 92). The figures from Battersea, which made no returns, 
are not included in these totals. 

(2) The Central Body offered work “to over 4,500 unemployed 
applicants ” (p. 21). 

(3) The work offered consisted (a) .of that organised in London 
and the neighbourhood by the Works Committee, and was “ prin- 
cipally general groundwork, levelling, returfing, cleaning out 
ponds and river beds” (p. 31). The rate of wages paid was 6d. 
an hour. The hours were 424 per week. The total cost of these 
works appears to have been between £18,000 and £19,000, a 
proportion of which was repaid to the C.U.B. by the London 
County Council and by H.M. Office of Works (p. 111). 

(b) Of that organised by the Working Colonies Committee, 
which established “colonies” at Hollesley Bay, Rea Island, 
Garden City, and Fambridge. The men were employed con- 
tinuously for successive periods of a month, returning to London 
at the end of each month for two days to visit their families 
and look for work. ‘They received board and lodging at the 
colonies, and allowances of 6d. a week, which allowances, based 
on the size of the family, but in no case exceeding 17s. 6d., were 
paid to their families in London. WHollesley Bay was intended 
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to be “a training colony,” i.e., a permanent institution through 
which successive relays of colonists passed with the hope of pre- 
paring them for agricultural work in England or in the Colonies. 
The other three colonies were temporary settlements formed to 
execute particular pieces of work (p. 32). 

(4) It emigrated 5,415 persons at a cost (for emigration and 
transference to other places in England) of £38,613 (pp. 127-8). 

(5) It opened twenty-five Labour Exchanges. The number 
of persons registered by these was 74,238. The number of 
persons for whom work was found was 12,529. These figures do 
not, however, represent the real significance of the exchanges, 
as only eight were open in August, 1906, and the full twenty-five 
were not established till January, 1907. 

(6) It spent in all £194,441 19s. 6d., of which sum £69,281 
came from the rates, £50,899 from the Exchequer, £40,046 from 
voluntary contributions, and £34,213 from loans. 

What is of permanent value in the large activities thus in- 
dicated? Three salient facts seem to emerge. The first is that 
little permanent good is effected by the relief works which were 
opened. It is possible that when (if ever) casual employment 
is reduced to a minimum and when (if ever) compulsory deten- 
tion colonies are established for the confirmed vagrant and idler, 
relief works may be of use in tiding over a period of annual 
distress men who are generally in regular work. But at present 
distress committees are swamped with applications from persons 
who are always on the verge of distress, and who cannot be 
helped by temporary relief works, because they have no per- 
manent employment to which to return when relief is over. 
Discrimination is so difficult as to be almost impossible. Thus 
Poplar reports: “Owing to the large number of casual workers 
who made application for relief work or emigration, it was im- 
possible to carry out to the letter the instructions C.B., October 
19th, 1906” (an instruction as to strict classification). The 
following table (p. 18) is suggestive :— 


Total applicants to 22 committees, 1905-6 31,534 
Reapplied to same committee, 1906-7 ... 7,160 

Being ... 22°7 per cent. 
Applicants assisted, 1905-6 ee ~s  6:392 


Reapplied to same committee, 1906-7... 2,720 
Being ... 42°6 per cent. 


Secondly, general labourers form the majority of applicants, 
and their distress represents a permanent over-supply in London 
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of that class of labour. Out of 3,501 men, 2,269 are classified 
as “Locomotion, Transport and General Labour” (p. 27). 
Thirdly, and as a corollary of this fact, what seems to be needed 
is (a) an extension of the system of Labour Exchanges, to give 
place-mobility ; (b) the prevention by compulsory continuation 
schools of the manufacture of unemployable youths; such schools 
would give adaptability and steadiness of character, and would 
cut off the stream of unqualified lads who at present pour into the 
already overstocked unskilled Labour Market. It should be noted 
that 67°7 per cent. of the applicants were under forty-four, 7.e., 
in the prime of life, while 40°7 per cent. were under thirty-four, 
1.e., young men. Until the causes of chronic distress are handled, 
the relief of occasional and intermittent distress is almost im- 
possible. 


R. H. TAWNEY 





teport of the Committee on Indian Railway Finance and Ad- 
ministration. (C* 4111.) 


In May, 1907, the Secretary of State for India appointed a 
Departmental Committee to inquire and report :—‘* (1) Whether 
the amounts allotted in recent years for railway construction and 
equipment in India are sufficient for the needs of the country 
and for the development of its trade; and if not, then: (2) What 
additional amounts may properly and advantageously be raised 
for this purpose; (3) Within what limits of time and by 
what methods they should be raised; (4) Towards what objects 
they should be applied; and (5) Whether the system under 
which the Railway Board now works is satisfactory, or is capable 
of improvement; and to make recommendations.”’ 

The history of railway development in India has been as 
follows :—From 1850 to 1870 construction was undertaken by 
companies under guarantees from Government; from 1870 to 
1880 the Government resorted to construction by direct State 
agency ; from 1880 to the present day both of these methods have 
been employed, but the guarantees given to companies have been 
of a less generous character. Roughly speaking, India now pos- 
sesses 30,000 miles of railway, representing a capital expenditure 
of £300,000,000. The net earnings represent a return of 5 per 
cent. on the capital. Of the 30,000 miles of railway the Govern- 
ment of India is financially responsible for about four-fifths. 
During the last few years, owing to the activity of trade, the 
equipment of the lines has been unequal to the requirements of 
the traffic. Hence the present inquiry. 

x x 2 
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In reply to question (2), the Committee reply that “‘for a 
good many years to come the amount that might with advantage 
be spent on railways in India will exceed the funds that will on 
the average be available.’’ The available funds are estimated at 
12} millions per annum. 

Four methods of raising money in England are considered :— 
(1) Direct Government borrowing. (a) By the issue of India 
stock. (b) By the issue of special railway stock secured on the 
railway receipts. (2) The issue of short-term debenture bonds 
by companies with the guarantee of Government. (3) The issue 
of debenture stock by companies, also guaranteed by Government, 
but only redeemable after a long period and at the option of the 
borrower. (4) The issue of share capital by companies, with a 
yovernment guarantee of interest and a share in surplus profits. 
The Committee decide in favour of methods 1 (a), 3, and 4, ac- 
cording to the circumstances of each particular case, and they 
estimate that by these means it will be possible to borrow in 
London for railway purposes an average amount of £7,500,000 a 
year, which, together with £5,000,000 a year to be provided in 
India, will in ordinary years enable the Government to spend 
£12,500,000 on fresh railway construction and improvement. 

The Government of India, as a general rule, does not work 
its own railways, but this rule has been disregarded in the case 
of three large railways aggregating about 6,000 miles. With 
regard to these the Committee suggest that ‘‘ the development of 
the Indian railway system would be expedited if arrangements 
were made that some lines now dependent on Government capital 
should in future supply their capital requirements without Govern- 
ment intervention or assistance,’’ and they propose the following 
outline of a scheme to that end :—‘‘ (1) That the net earnings 
of a railway owned by the Government shall be capitalised at, 
say, 25 years’ purchase. (2) That the amount thus arrived at 
shall be treated as Government capital in the undertaking. 
(3) That a company shall then be formed to work the line, and 
that this company shall raise additional capital on the security 
of the railway alone, without any guarantee from the Govern- 
ment. (4) That the net earnings of the line after the formation 
of the company shall be divided between the Government and 
the company in proportion to the capital of each.’’ The replies 
to questions (4) and (5) are of merely departmental interest. 

The Government of India has been frequently blamed for its 
failure to encourage private enterprise. With regard to this the 
Committee make an illuminating remark :—‘‘ In some instances 
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the ground of complaint has been that the Government has 
insisted on restricting the extent to which the subscribed capital 
may be used to defray the expenses of promotion.’’ 

In paragraph 25 of the report it is suggested that the Indian 
Finance Minister should endeavour to budget for a larger annual 
surplus than has formerly been the custom, this surplus to be 
used for railway construction. This suggestion, we think, is 
much to be deprecated. The task of guarding the inheritance 
may be a duty requiring encouragement in England, where the 
taxpayer is an ‘‘ economic man,’’ but in India, as in Egypt, it 
is a moral luxury in which the financial authorities have already 
freely indulged. D. A. BARKER 


The amended Sugar Convention. 


Tue Brussels Sugar Convention, materially amended, narrowed 
in scope and robbed of some of its significance, is to be maintained 
in force for a further period of five years, dating from September 
Ist, 1908. 

The leading features—indeed the pivot—of the Convention of 
1902 were (1) the renunciation of bounties by the contracting 
parties (Art. 1), and (2) the determination to penalise or prohibit 
the importation of bountied sugar from non-contracting States 
(Art. 4). Now we find annexed to the original document an 
Additional Act, dated August 28th, 1907, releasing Great Britain 
from the obligation contained in . Article 4, together with a 
Protocol, dated December 19th, 1907, admitting Russia to mem- 
bership of the Sugar Union, while permitting her to “retain her 
present fiscal and customs legislation.” Thus, two important 
provisions are rescinded or relaxed in favour of individual States, 
and for Great Britain, at least, the Convention assumes a, totally 
different aspect. The new situation is interesting enough to call 
for some remark. 

In the first place, a word may be said on the constitutional 
issue. For all practical purposes, Great Britain has entered 
upon a fresh international agreement, and it has been acutely 
debated whether the action of the Executive, in ratifying the 
amended Convention without first obtaining parliamentary sanc- 
tion, was in strict accordance with constitutional practice. The 
Government, advised by the Law Officers of the Crown, adopted 
the attitude that “it is not customary to go to Parliament in the 
exercise of the treaty-making prerogatives of the Crown unless, 
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as was the case with the Brussels Convention of 1902, it is neces- 
sary to equip the Executive for carrying the provisions of the 
treaty into effect.” The argument appears perfectly valid. The 
first Sugar Convention was laid before Parliament because it was 
necessary to set up machinery for excluding bountied sugar at 
our ports. Under the new Convention the prohibition is with- 
drawn and no executive action is required. 

The case for unconditional withdrawal—based on the con- 
tention that the Convention was dictated by foreign Powers in 
a spirit contrary to British policy and hostile to British interests 
—was urged at length. This is not the place to discuss the politi- 
cal considerations involved, but it is plain that the situation 
required delicate handling. For many years we avowed and acted 
on the desire to assist the international movement for suppress- 
ing the bounties, and finally became a party to the instrument 
devised for that purpose. If then, abruptly and without good 
cause, we had withdrawn from our engagements, our good faith 
would have been called in question and, by our action, a vexing 
fiscal controversy would have been re-opened. ‘The German dele- 
gate to the Permanent Commission at Brussels declared that, in 
the event of the retirement of Great Britain, the former surtax 
would be revived, and with it the cartel and bounty system built 
upon it. (C4. 3877, p. 1.) An irreconcilable attitude on our part 
would, undoubtedly, have led to a serious rupture in our inter- 
national relations, and, incidentally, have again exposed our sugar 
exports to prohibitive foreign tariffs. 

Fortunately, the difficulty was smoothed over by the conces- 
sion of the very point which so long barred the way to agreement. 
The incident is an ironical comment on the interminable discus- 
sions of the bounty period prolonged at such enormous expense 
to the beet-sugar industry. Apparently, the European countries 
are waking up to a sense of the importance of the home market, 
which is expanding rapidly under more natural conditions, includ- 
ing relief from an intolerable weight of taxation. 

The penal clause was objected to on the ground that Great 
Britain could not remain a party to a bargain which enabled the 
sugar-producing countries artificially to restrict the supplies and, 
therefore, enhance the price of an important food and raw material 
of industry. We think that the argument has been pressed too 
far, and that the figures adduced in support have not been sub- 
stantiated. ‘he Sauerbeck Index Numbers for “forty-five 
articles” and sugar respectively, for the ten years 1898-1907, and 
the corresponding prices of 88 per cent. beet sugar f.o.b. Ham- 
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burg, based on the quotations in Czarnikow’s weekly circular, are 
shown below :— 











Index number. 
c a Price of 
Forty-five 88% beet. 

Year. articles, Sugar. s. d. 
1898 sa _ es ae 64 40 9 5 
1899 ae sie saa <= OS 44 10 1 
1900 as a 3 oa 75 46 10 4 
1901 as me Sie si 70 38 8 6 
1902 Zee dee ie oaG 69 30 6 8 
Quinquennial average ... = 69°2 39°6 9 0 
1903 ia oes a oa 69 36 8 3 
1904 Pee Pe ies ree 70 44 10 0 
1905 ie oe ves ee 72 47 11 4 
1906 oa nae aa si 77 36 8 8 
1907 si as ue nae 80 39 9 5 
Quinquennial average ... a 73°6 10-4 9 6 


We draw the following simple deductions :— 

(1) That the mean price of sugar for the last five years is 
scarcely higher than during the five years prior to the Convention. 

(2) That the fluctuations round the mean price have been less 
extensive under the Convention than under the bounty régime. 

(3) That the appreciation of prices generally in the last ten 
years is much more marked than in the case of sugar, which 
shows only a slight upward tendency. In the face of this evi- 
dence we hesitate to reckon “consumers’ loss,” under the influ- 
ence of the Brussels Convention, by “millions.” 

But while it is easy to exaggerate the results of excluding 
bounty-fed sugar from our markets, there is little doubt that the 
principle underlying the penal clause might be extended quite 
logically so as to provide a sanction for a comprehensive scheme 
of countervailing or retaliatory duties ; and criticism—on the Free 
‘Trade side—would rest on safer ground if this point were empha- 
sised. British sugar refiners have made no secret of their desire 
to see the penal clause—not struck out but-—strengthened, in 
order to permit of the levying of surtaxes on all foreign refined 
sugar, sufficient to neutralise the advantages alleged to be enjoyed 
by their competitors. 

The acceptance of the penal clause by Great Britain was, in 
fact, a serious innovation of policy. In his speech at the last 
Colonial Conference Mr. Asquith expressed the idea thus : 

“By seeking to introduce this element of a penal duty directed 
against foreign produce ... you are introducing something into 
the system which is absolutely alien to it, which cannot be recon- 
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ciled with it, and which will sooner or later develop an antagonism 
which must lead either to the exclusion of the new element or 
the complete abrogation of the old system.” 


For good or evil, then, the penal clause has become inoperative 
as far as British obligations are concerned. In pursuance thereof, 
the Orders in Council, prohibiting the importation of sugar from 
Denmark, Russia, the Argentine, and Spain, have been revoked ; 
the countervailing duties on Russian sugar imported into India 
have been withdrawn; and the retaliatory Russian surtax on 
Indian and Ceylon teas has been repealed. 

The chief remaining disability is the guarantee—wrung from 
Lord Lansdowne as an equivalent for the reduction of the foreign 
surtax at the very last hour of the 1902 negotiations—that Great 
Britain will grant no preference to Colonial sugars during the 
term of the Convention. We may infer that Europe looks with 
jealous eyes on our Imperial schemes, and attaches more weight 
to such an assurance as the above than to the question of Russian 
exports. 

Some other details of this “working arrangement” are harass- 
ing in a greater or less degree. For instance, we must continue 
to refine in bond ; but the cessation of bounties is in the interests 
of British refiners who, in the past, have loyally accepted the 
recommendations of experts that the only real safeguard against 
bounties is the adoption of Excise supervision. Again, certifi- 
cates of origin are required to enable re-exported sugar—but not 
sugared products—to obtain the benefit of the minimum customs 
duties on importation into any of the contracting States ; but there 
is no compulsion in the matter: it is for the trader to decide 
whether the advantage offered is worth the expenditure of the 
additional trouble. 

The case of Russia presents some little complication. In con- 
sideration of the special terms of her admission to the Convention, 
and with a view to allaying apprehension on the part of neigh- 
bouring States, she undertakes to limit her European export 
(that to Finland being excepted) to a maximum figure of 1,000,000 
tons, inclusive of accumulated stocks, for the six years beginning 
with September Ist, 1907. Of this quantity a maximum contin- 
gent of 300,000 tons, free of excise duty, is available for export 
during the sugar year, September, 1908, to August, 1909, and 
200,000 tons for any subsequent year. The British Government 
withheld assent from this stipulation ; and the interesting ques- 
tion arises—how far is the restriction likely to curtail supplies of 
Russian sugar for the English market ? 
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The Board of Trade, after careful inquiry, estimate the 
average importation of Russian sugar into the United Kingdom 
for the ten years prior to the “prohibition” at 40,000 tons per 
annum. It is evident, therefore, that Russian sugar production 
will have to attain greatly increased proportions to allow of an 
export of 200,000 tons; and, as practically the whole of the 
Russian surplus is available for the United Kingdom, British sugar 
users have every reason to be satisfied with the outlook. The 
prospect of receiving immediately 300,000 tons after five years’ 
denial of this valuable source of supply is, in itself, very welcome. 

The Additional Act is an admitted triumph for British diplo- 
macy, achieved with scarcely any friction and no loss of prestige. 
We have caused to be eliminated the most objectionable feature 
of the Convention, and have not been called upon to make any 
corresponding sacrifice. The spirit and aims of the Convention 
are unimpaired : the Continental sugar industry remains free from 
the toils of the bounty system. As for Russia, her system, in 
the past, did not give undue encouragement to export, and only 
by straining a technical formula could a bounty be predicated 
for such sugar as she did export. Russia was entitled, equally 
with France, Italy, Spain, and Sweden, to some consideration to 
suit the special circumstances of her case. Finally, with the 
remedying of the home consumers’ grievance, the interests which 
were affected prejudicially by the bounties are welcome to claim 
any benefits which may have followed the overthrow of a pernicious 
fiscal system. 

E. Cozens CooKEe 





Board of Trade Index-Numbers of Real Wages. 


In the Economic JouRNAL for September there is a note by 
Mr. J. M. Keynes on the procedure used for forming index- 
numbers of “real wages,” in the Board of Trade Report on 
Working Class Rents and Prices in the United Kingdom. Mr. 
Keynes points out that, if some district other than London be 
taken as base, and the same weights (4:1) be used for com- 
bining the index-numbers for prices and for rents, the resulting 
index-numbers for rents and prices, taken together, stand in 
different ratios to one another, and consequently the index- 
numbers for real wages do so also. Mr. Keynes concludes that 
the results obtained by the Board are “somewhat arbitrary,” and 
that “the same uniform weight should not have been given to 
rent in all districts without distinction.” 
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As I have been much interested by these Board of Trade 
Reports, and the matter is of some importance, I should like to 
state that, in my opinion, Mr. Keynes’ conclusion is unfounded, 
and has arisen apparently from his omission to notice that the 
weights must depend on the district chosen as base, and must 
consequently be changed—generally speaking—if the base is 
changed. The Board, it appears to me, suppose an individual 
to live in different towns purchasing a standard amount of 
certain foods and fuel, and renting a standard set of rooms. 
In the town or district chosen as base, the individual pays fo for 
food, &c., and a rent, 7, for his rooms. In some other town 
he pays fi, 1. This gives for the latter town the index- 
numbers for food and rent (omitting, for simplicity, the usual 
multiplication by 100)— 

¢ro=filfo (1) Pi0=11/%o (2)- 
It is desired now to obtain an index-number for the total ex- 
penditure on food and housing together, 7.e., 
mo=Bit (8) 
and it is required to express 7,)in terms of $j) and Ppy9; 
Clearly we have at once 
we. ™) 7 
Rt hh htt % O 
=Wor * Pio + Wog * Pio 
where Wor, Wo; are the weights of food, &c., and of rent (or 
the proportions of expenditure on the standard food-budget and 
the standard rooms) in the district chosen as base; the weights 
are, therefore, the same for all towns referred to the same base 
and should not be varied as Mr. Keynes suggests. They must, 
however, be altered as may be necessary if the base is changed. 
If index-numbers are formed by equation (4), they will always 
stand in the same ratio to one another whatever the town taken 
as base, for we evidently have, reckoning index-numbers on a 


town k, 
7 %[Tok = T19 


In Mr. Keynes’ case he changes the base from London to 
Ireland. But in Ireland rents are very much below the London 
level, while prices are much the same as in the metropolis: the 
relative weights of food, &c., and of rent would therefore be 
very different. If allowance be made for this difference the 
index-numbers stand sensibly in the same ratio as when London 
is employed as the base. 

The process actually used is slightly more complex than that 
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indicated, as the Board did not base the rent index-numbers on 
a standard set of rooms, but felt bound, apparently, to use a 
more elaborate procedure, which should take into account tene- 
ments of all sizes generally inhabited by the working classes. 
This alteration undoubtedly gives rise to some difficulties. But 
these difficulties, though important, are of a minor character, 
and involve no question of ‘principle. Mr. Keynes’ statement 
that the process used involves some “error . . . well known to 
theoretical statisticians,’ and the somewhat severe strictures in 
the last paragraph of his note, are quite unjustified. 


G. Upny YULE 


Mr. YULe has not quite apprehended, I think, the reason for 
which I held that the Board of Trade’s index-number of real 
wages leads to an arbitrary result. In his second paragraph, above, 
he refers to a standard quantity of certain foods and fuel, and to 
a corresponding standard set of rooms. He then shows algebrai- 
cally that consmand over food and house-room, combined in the 
proportion of these standards, can be represented without incon- 
sistency by means of index-numbers, the weights varying accord- 
ing to the base we take, but fixed for all localities when once 
our base is determined. This reasoning is not relevant, how- 
ever, to the point I was raising. The arbitrary clement enters 
in when we decide what standard quantity of food corresponds 
to a given standard quantity of house-room. The arbitrariness 
is prior to Mr. Yule’s algebra, and is concealed in his premises. 
If the standard is fixed for all districts with reference to what 
is actually the standard in London, we get one result; and if we 
fix it with reference to what is actually the standard in the 
Midlands or in Ireland, we get a different result. Which of these 
standards we choose is, from all points of view, wholly arbitrary. 

The precise point at issue is best expressed algebraically. The 
ratio of the expenditure required in localities A and B to purchase 
a standard quantity of z plus a standard quantity of y (p’s being 
aPa Ja t+ yPa Ja 
Po 2Ja + yPo ya 
standard quantities are taken as being those actually consumed in 


prices and q’s quantities) is given by , when the 


A; and 7 “Yo ¥ wPav7> when the standard quantities are those 
xPob 2b + yPb yWb 

actually consumed in B. It is only indifferent which of the 

standards we take :—(1) when 2@a, yJa are approximately equal to 

29» yb; OV (ii) Supposing gq and zg» differ appreciably, when these 

quantities are relatively small. As a matter of fact the g’s are 
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likely to differ widely when the p’s differ widely. Sensible errors 
arise, therefore, when the weight ga is large and the difference 
between pq and zp, considerable. This is the combination of 
circumstances which arises in the case of rent and leads to the 
error which I stated to be well known to theoretical statisticians. 
In such a case a practical compromise may be reached by using 
the fraction 20294 F wade A fraction corresponding to this 
apo «Jo + yPo yJo 

was adopted by Mr. Palgrave for his series of index-numbers ; 
in the present case it may be regarded as yielding a useful ap- 
proximate index of relative well-being. It requires, as is easily 
shown, a varying of the weights adopted for different towns, 
even when the base is fixed. Another plan, which is analytically 
the same as that adopted by Sir Robert Giffen for export and 
import comparisons over a number of years, is to take a standard 
intermediate between those proper to each of the objects of com- 
parison. 

In the present instance, if there were no very great variations 
of rent, the amount of house-room occupied would be nearly the 
same, perhaps, in different places, and therefore approximately 
the same result would be reached whichever way our arbitrary 
decision went. But the tables at the end of the Board of Trade’s 
report (see especially Appendix II.) show that the demand is 
highly elastic, and that families live in larger houses in the 
provinces than in London. Consequently, Mr. Yule’s state- 
ment that if we take other districts as base and weight accord- 
ingly, “the index-numbers stand sensibly in the same ratio as 
when London is employed as the base ”’ is not statistically correct. 
If we assume that the weights (representing proportionate 
expenditure, not quantity) accorded to rent and prices should 
be about 1:4 in London and 1:5 in the Midlands, and then 
follow Mr. Yule’s rule, we find that with London as base real 
wages there are 100 and in the Midlands also 100, and that with 
the Midlands as base real wages there are 100 and in London 
about 97. Thus the percentage difference due to the arbitrary 
choice is 3, and is sufficient to upset everything when the objects 
of comparison are so nearly alike. The assumption, that about 
one-fifth of income in London and one-sixth in the Midlands is 
spent on rent, is suggested by the Board of Trade’s investiga- 
tions; but it is questionable whether the proportion in London 
should not be higher. 

These remarks only serve to substantiate the well-known con- 
clusion, not overlooked by the Board of Trade in their comparison 
of England with Germany (Cd. 4032, pp. xliv.—xlv.), that there is 
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no completely satisfactory means of comparing real wages in dis- 
tricts between which a substantial difference exists in the normal 
distribution of expenditure. It is a reasonable deduction from 
the Board’s investigations that the real wages of selected trades 
in industrial centres throughout England vary, on the average 
of these trades, very slightly ; but in their table and their order 
of merit they are offering conclusions against which there is at 
least as much to be said as there is in their favour. 
J. M. KEYNES 





Wages and Cost of Living in Germany. The Board of Trade and 
Mr. Ellis Barker. 

It was to be expected that the Board of Trade’s report on 
Rents, Prices, and Wages in Germany would evoke a storm of 
controversy. There were many preconceived ideas as to the rela- 
tive well-being of workmen in Germany and in England, and 
quite rightly the methods and results of any inquiry were bound 
to be closely criticised. The statistical difficulties of measuring 
relative purchasing power, even when all the data are accurately 
known, are so great that it is never possible to obtain a result 
minutely accurate ; how could we compare the value of money 
to a nation that lives on mutton, wheat, and tea, with the value 
to one that lives on beef, rye, and coffee? Even when this 
measurement is made there are many other steps before well- 
being can be compared ; habits of care and thrift, of making the 
most of commodities that are cheap, of enjoying inexpensive 
pleasures, of persistent work, will go far to levelling up the 
comfort of the poorer of two classes to the standard obtained 
by the richer. It has long been known by all well-informed 
persons that the standard of life of the German town artisan 
was, at any rate, not far below that of his English equal, that 
the difference was less, for example, than that between the con- 
ditions in England in 1860 and 1907 ; the Board of Trade’s report 
shows, on their method of calculation, that real weekly wages in 
English towns were about 35 per cent. higher in 1905 than in 
German towns; this difference, great as it appears at first sight, 
might easily escape the observation of a casual observer, not 
employing statistical tests, just as the improvement in England in 
the last quarter of a century (which may be measured as about 30 
to 35 per cent.) might escape notice. 

Professor Marshall, whom no one could accuse of forming 
hasty or ill-informed judgments, in his recently published 
memorandum (H. of C., 321, pp. 7, 8), estimated that in 1903 
6 marks in Germany was the equivalent of 5s. in England, and 
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that money wages in the more progressive parts of Germany 
were lower (except possibly in the heavy iron industry) than in 
England; and he states the opinion that “the real wages of the 
German are increasing (1903) less rapidly than those of the 
Englishman.” Mr. Ellis Barker’ quotes statistics from the 
Report of the Chamber of Commerce at Hanover, showing that 
in the period 1895-1906 nominal wages rose 37 per cent., prices 
22 per cent., and therefore real wages 12 per cent., an estimate 
not in any way inconsistent with Professor Marshall’s. Mr. 
Barker, who is. known as the author of several publications which 
purport to show the great prosperity of Germany, had formed the 
opinion that the German workman was, on the whole, better off 
than the English, and was in consequence greatly perturbed by 
the Board of Trade’s publication. 

Before we examine his criticisms, let us say at once that he 
has a plausible case, which he has all but spoilt by the violence 
of his tirades and by his quite unfounded accusations of bias 
implicitly made against the Board of Trade. His case is plausible 
and his arguments, to which he is endeavouring to give wide 
publicity, are not unlikely to mislead careless readers; hence it 
is necessary to show that the more accurate parts of his criticisms, 
even if admitted, make extremely little difference to the results 
obtained by the Board of Trade. 

We may divide his arguments into three groups: those which 
make an @ priori case for the greater prosperity of the German 
workman; those which attack the Board of Trade’s methods; 
and those which attack the statistics. 

General Arguments.—Work is more plentiful in Germany 
(p. 7) than in England, for the German population is increasing 
at 900,000 per annum, while there is little emigration and some 
temporary immigration; from England there has been con- 
siderable emigration in recent years. But, we answer, wages and 
facility of obtaining work are only two out of very many causes 
which determine the flow of population; and there is nothing 
to show that the efflux from the United Kingdom is of town 
workmen, containing as it does a large proportion of Irish 
countrymen, who do not enter into this comparison.—Unemploy- 
ment is less in Germany (p. 7). The only proof offered is the 
comparison of the percentages of Trade Unionists out of work 
in the two countries. Every statistician knows that the figures 
are in no sense comparable, and the causes of this dissimilarity 
are sufficiently shown in the 2nd Fiscal Blue Book (C*. 2337), 


1 Economic Problems and Board of Trade Methods. An Exposure. By J. Ellis 
Barker, pp. 6, 7. 
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Mem. IIT.,-and in the present report, pp. 521-525. It is impos- 
sible with our present information to form a valid opinion on 
this question, and the circumstances are changing month by 
month.—Some manufacturers are transferring work to England 
to take advantage of the lower wages there (p. 6). Very few 
instances are given ; lower money wages may easily be higher real 
wages, and work may be more ‘efficient ; the emigration of works is 
usually held to be a proof of infelicitous circumstances. 

On the whole, the a priori case amounts to very little, and 
in any case has little to do with the main line of attack. Let us 
grant, what we think no one is concerned to deny, that Germany 
has in recent times enjoyed a fair measure of prosperity. 

The Board of Trade’s Methods.—In the reports on the Cost 
of Living of the Working Classes in England (C*. 3864) and in 
Germany (C4. 4032), the methods are explained in considerable 
detail ; the difficulties and the methods by which they have been 
attacked are shown, and all the details are arranged so that they 
can be re-grouped by anyone who wishes to test the result of 
alternative computations. In brief, the method was to send 
investigators to the principal towns in the United Kingdom and 
Germany, and find on the spot what were the customary wages, 
the customary prices, and the customary allocation of expendi- 
ture. The date for both inquiries was 1905, but materials are 
given in the German Report for bringing prices and wages up to 
1908. The numerical comparison was then restricted to prices 
that could be given in terms of definite units, and to wages in 
occupations generally prevalent, namely, the building, engineer- 
ing, and printing trades and some municipal employments. The 
rules, thus followed, appear to be quite impartial, and indeed 
the only possible ones. 

Mr. Barker objects that vegetables, fruit, tobacco, beer, 
spirits, and railway fares are excluded, and holds that this works 
unfavourably for the German. He would also include rates in 
Kinglish rent. It is unfortunate that no retail prices (per definite 
quantity) could be obtained for vegetables, though probably 
potatoes are the only ones for which comparison is possible. 
Mr. Barker does not show that vegetables are cheaper in 
Germany, nor does he notice that many English labourers and 
artisans grow them in their own gardens or allotments. It is 
the general and approved practice in Budget comparisons not to 
include tobacco and alcohol. Railway and tramway fares are alto- 
gether too variable and indefinite for inclusion. If rates were 
included, so should be all forms of taxation, including conscrip- 
tion, a task so vast as to overwhelm the inquiry. Let us grant 
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that we have not, and cannot have, all the data, but we cannot 
admit that the modification would be all on one side. Are German 
clothes as cheap as English for the same quality? Can the 
German travel 200 miles to and from a football match for 3s. ? 

As regards methods generally, we must acknowledge in these 
and all similar statistical inquiries, the measurements possible 
are only part of what we wish to know. The results are only data 
which help to the formation of reasoned opinions, and Mr. Barker 
would have done good service if he had emphasised, in a less 
controversial manner, the cautions which are to be found in the 

teport itself, but which are likely to share the fate of such 
cautions when a writer or speaker anxious for a definite and 
striking result selects passages for quotation. 

The Statistical Data.—So far we have been dealing with 
matters of opinion ; we now come to the gravamen of the attack. 
Mr. Barker points out that the price of meat (beef, bacon, and 
pork) rose very considerably in Germany in the year 1905, and 
was specially high in October of that year, the month to which 
the statistics relate. The facts are nearly as shown in the follow- 
ing table, which is based partly on official German statistics 
studied at first hand, partly on Mr. Barker’s returns from the 
German Statistical Bureaus, and partly on the material in the 
Board of Trade Report itself. These various authorities are 
perfectly consistent with each other ; the only difficulty is to know 
the relative importance of the original figures and special towns. 


PrRIcES OF BueF AND PoRK IN GERMANY, AND SAUERBECK’S INDEX-NUMBER FOR 
ANIMAL FooD IN ENGLAND. AVERAGE FOR 1905 TAKEN As 100. 


German Towns. Sauerbeck’s 
Index No. 
Beef. Pork, Meat, &c.} 
1901 88 83 to 91,2 say 85 98 
1902 90 88 to 94 90 101 
1903 93 82 to 93 85 98 
1904 94 77 to 91 85 95 
1st aii 87 98 
as 95 | 94 \ 102 100 
1905 8rd _,, 108 104 100 101 
e 2 OB! ‘ 
ictober 
1st quarter, 104 117 102 
Gnd yy 102 107 102 
1906 jo 1a) 112 112 102 102 
ah. || Sa 111 101 
( 1st quarter, 108 102 | 102 
2nd_ ss, 105 96 102 
1907 3rd i 108 107 104 101 102 | 102 
4th ,, 106 101 | 100 
1908 st quarter, 105 97 


1 Butter is included in the quarterly, but not in the annual, averages. 

2 It is not easy to decide within this range, for there is considerable variety from 
town to town, and wholesale prices appear not to have changed in proportion to 
retail. 
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It is perfectly true, as Mr. Barker shows and as is stated 
again and again in the Board of Trade Report, that meat prices 
rose rapidly in the period 1901-5, and that in October, 1905, 
they were higher than at any previous time. But Mr. Barker 
omits to point out that the price of beef remained at this height 
with slight oscillations throughout 1906 and 1907, while the price 
of pork was higher in 1906 than in October, 1905, and only fell 
10 per cent. in 1907. In England also prices in 1905 were a little 
higher than in 1903-4, and remained at their level in 1906-7. It 
thus appears that October, 1905, was in Germany a very fair 
representative of the two years July, 1905, to May, 1907, for 
beef, and of 14 years for pork (which has a smaller importance 
in the Budgets), and in England for the three years 1905-7. 

Mr. Barker’s attack then only amounts to the statement 
that the years 1901-4 would have shown German prices in a 
more favourable relation than the years 1905-7; but German 
wages were also lower in the earlier period. In England neither 
prices nor wages moved so much. There is thus nothing improper 
in the use of the special date October, 1905, and there was no 
bias intended or introduced. At the same time ample material 
is given in the report for making measurements for Germany for 
earlier and for later dates. 

It is further to be noticed that even if a correction had to 
be made for abnormally high prices it would not make the differ- 
ence that Mr. Barker implies. 


Cost oF ENGLISH WoRKMAN’sS BuDGET (IN PENCE). 
At German prices. 

















At English 2 Average of years. 
prices. cr ‘ ~ 
Oct., 1905. Oct., 1905. 1904. 1906. 1907, 
MIGGE os ccaverenssonedseseye 304 37 33 37 37 
Pork and Bacon ......... 16 19} 15} 204 18 
Other commodities .. ... 1384 162 162! 162 162! 
TOGA oc .sccctesvesceree 185 218} 210} 219} 217 
Index numbers...... 100 118 114 118 Li? 


Cost oF GERMAN WORKMAN’S BUDGET (IN PENCE). 
At German prices. 
A 

















At English . Average of years. 
prices. c : . 
Oct., 1905. Oct., 1905. 1904. 1906. 1907. 
Bias fedceccevarderevsccences 14? 18} 16 18} 18} 
Pork and Bacon ......... 18} 234 18 237 214 
Other commodities ...... 107# 1104 1104 } 1104! 1104} 
ne: 152 1444 152} 150 
Index numbers...... 100 108 102 108 106 


1 Prices of other commodities supposed unchanged. 
No. 72.—vob. XVIII. Se : 
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The only visible difference, when 1904 is substituted for 
October, 1905, is in the case of the German workman making 
his purchases in England in 1904, when he would save prac- 
tically nothing ; but his wages were lower in 1904 than in 1905. 

The effect of the other omission, pointed out both by Mr. 
Ellis Barker, and in the Economic JouRNAL (Sept., p. 480), 
namely, that no allowance is made for the method of purchasing 
meat without bone or fat, can be tested in a similar way. If we 
allow 1d. a lb. for this, the Oct., 1905, number would be replaced 
by that given above for 1904. 

Thus the whole of Mr. Barker’s tempestuous criticism, even 
if we admitted its force, as to prices, would amount to the sub- 
stitution of one-seventh or one-sixth in the phrase criticised, “ An 
English workman migrating to Germany and maintaining, as far 
as possible, his own standard of living, would find the cost of 
rent, fuel, and food raised by one-fifth.” 

Space does not allow detailed examination of the other points 
raised; some suggest valid cautions; others are unfounded ; 
others depend on extremely involved considerations. On the 
whole, the violence of the attack is quite unjustified, a very 
moderate and qualified case is made out, while the difficulties and 
possible corrections discussed are those that a careful reader of 
the Report would find sufficiently treated in the Report itself. 

A. LL. B. 


City NOTES. 


We have received the following “City Notes” from 
“R. G.” :— 


The Money Market.—The condition of the money market 
remains generally what it was when we wrote three months ago, 
the régime of low rates continuing, but with the bank rate at 
231 per cent. instead of the 2 per cent. which is usually to be 
expected after a time of commotion such as accompanied the 
American panic of last year. There has been an exception to the 
sluggishness of the market towards the end of November, when 
it was found that, notwithstanding the abundance of money, gold 
had not been accumulating largely in the Bank, and it became 
expedient for the banks in London to make the usual arrange- 
ments for showing good balances at the end of the month. It 
seems probable also that the shortness of money will continue to 
the end of the year owing to the usual requirements of the season 
aggravated by a general feeling of uneasiness as to the outlook 
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in the Near East which has sprung up during the last two months. 
The situation is one in which bankers are disposed to look well 
to their cash balances, especially when they are rather under, 
than above, the mark. It appears unfortunate that the great 
ease of the spring and summer has not been generally availed 
of by English bankers, and especially by the Bank of England, 
to place themselves in a stronger position generally. Probably 
it was thought that the conditions of ease were lasting, and there 
would be time to accumulate larger reserves before another period 
of general liquidation like that of 1907 came round. But, as it 
is, the gold which has been coming to Europe in 1908, mainly 
to London, has not been retained in London, and the banking 
systems which have gained are those of New York, Berlin, and 
Paris, and not London. MHence the incipient trouble at the 
present time, which makes the market an easy prey to political 
and other fears. 


Where the Gold has Gone.—The remissness shown in England 
as regards the accumulation of gold reserves during the present 
year is well shown by a comparison of the accumulations in New 
York, Berlin, Paris, and London respectively during the twelve 
months ending about November 25th last. 

GoLp REsErRvEs oF NEw York BANKS, BANK OF FRANCE, BANK OF GERMANY, 


AND BANK OF ENGLAND AT 238RD—25TH Nov., 1908, anD CoRRESPONDING 
Dares 1n 1907. 


Increase 
1908. 1907. in 1908, 
millions. millions. millions. 
Wet Work Banke... cccisccendesns £61 . £34 £27 
Bank: of Prana. ..cccsssccesiscarses 135 108 27 
Bank of Germany ......... ......+ 57 37 20 
Bank of England .................. 35°6 32:2 3°4 


Thus out of an increase of nearly 80 millions altogether in the 
gold reserves of the principal banking centres of the world, 
London contributes between three and four millions only! No 
doubt there is great elasticity in the London money market, and 
measures can be quickly taken at need to bring the reserves up 
to a sufficient level; but a great opportunity has evidently been 
lost for steadying the market permanently, just after a capital 
experience of the dangers of too small a reserve. 





Consols.—The condition of the money market is reflected, of 
course, in Consols, which continue dull, although with really 
cheap money and slack trade a turn upwards in Consols might 
have been looked for. That a turn for the better does not come 

¥¥3 
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may be partly explained by the persistent doubts as to whether 
money can remain steadily cheap without a stronger reserve 
than is now possessed by the Bank of England. No doubt there 
are other reasons for the weakness, such as the effect of threatened 
issues of Irish Land stock, the decline of revenue, and the poli- 
tical uneasiness in the Near East. But a steadily cheap money 
market would have overcome so far other adverse influences, and 
that the market is not steadily cheaper is certainly to be ascribed 
to the failure to accumulate gold when there was so much of it 
about as there was last spring and summer. 





The Decline in Trade.—The falling off in imports and exports 
has continued in the same degree, since we last wrote, as it was 
manifested in the earlier months of the year. It may be con- 
venient to note pour memoire the figures for the ten months of 
the year ending October, as they show that the remarkable 
increase of 1907 has been entirely, or in some cases more than 
entirely, lost. The following are the figures : — 


Imports AND Exports (TEN MONTHS ENDING OcTOBER, 1908). 





Decrease. 
1908. 1907. Amount in 
millions. millions. millions. Per cent. 

DRONE, « siskiseraexcuscacrgaicoine £487 £533 £46 9°4 
Exports of British and Irish 

produce...... docoisnelsmavenle oi hoe 319 358 39 12:2 
Exports of Foreign and Col- 

onial merchandise ............ 64°8 79:1 14:3 22°1 


1 Percentages calculated on the reduced total. 


Of course, a large part of this diminution is accounted for by a 
fall of prices, there being no corresponding change in the quanti- 
ties of trade; but with all allowances the change is significant 
of dulness, and corresponds with the striking fall in the revenue 
and the trade union figures of unemployment. The fluctuation 
is in accordance with what was to be expected after the boom 
of 1907, and ought not to be exaggerated, as such fluctuations 
have been quite periodical for generations ; but they are unpleas- 
ant incidents of the modern economic system, for which the only 
cure undoubtedly would be more thrift among all classes when 
times are good. 

War Apprehensions.—There has been so strong a war scare 
in connection with events in the Near East, that the City, though 
optimistic, is beginning to realise what a huge economic disaster 
the outbreak of a great European war would be, quite apart from 
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the question of who would be the victor or victors in such a 
war. The great excitement in Vienna, which is nearest the 
scene of the probable'beginning of hostilities, is only a faint 
shadow after all of what the excitement would be in Berlin, Paris, 
St. Petersburg, and London, not to speak of other European 
cities, if anything like a general war on the scale of the Napo- 
leonic campaigns a hundred years ago should break out. Unfor- 
tunately such a catastrophe appears to be quite on the cards, and 


this country could not keep outside the fray. 
R G. 


CURRENT TOPICS. 


THE dispute in the cotton trade has fortunately been settled, 
and this time without the intervention of the Board of Trade or 
any of its officials. The Lord Mayor of Manchester had tried to 
mediate in the early days of the trouble, but his services were 
declined by the employers. Finally, informal conciliation by the 
then Mayor of Salford (Alderman Frankenburg), who was asso- 
ciated throughout the proceedings and at their initiation with 
the Mayor of Darwen (Mr. Pickup Holden), himself a spinner, 
led to the acceptance of a compromise by both parties. 





THE dispute presents many features of interest. The 
employers demanded a reduction of the usual 5 per cent. in the 
wages of spinners and card- and blowing-room operatives on the 
ground that trade was bad. Many thought their action precipi- 
tate in view of the wonderfully good trade which had been 
enjoyed for the previous three years, but it must be remembered 
that the beginning of the depression was by far the best time 
for a strike from the point of view of the employers, and that 
delay on their part in taking action would have been bad tactics. 
They, the employers, were perfectly ready to defer the reduction 
till January, but they were not prepared to defer the definite 
settlement of the question whether there should be a redue- 
tion or not. On the other hand, the operatives were anxious to 
hang up the whole matter till the New Year, when their strategic 
position might have been stronger. They offered to take a reduc- 
tion in January if the state of trade then warranted a reduction, 
but these terms were refused by the employers. No doubt, had 
they been accepted, disagreement would have arisen in January as 
to the state of trade in its bearing on wages. Nobody thought of 
a suitable index which would have determined the point automatic- 
ally in January, and it is not known whether employers would 
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have surrendered the certainty of a reduction in wages when they 
felt pretty sure of their ability to secure one by pressing their 
demands at once. 





Finat.y, the employers presented an ultimatum, which the 
spinners accepted at the eleventh hour, and the card and blowing- 
room operatives rejected. Technically, therefore, it appeared as 
if the card- and blowing-room operatives were striking while the 
spinners were locked out ; but in view of the working agreements 
between the spinners’ union and the union of the card- and 
blowing-room operatives, it was not perfectly clear what exactly 
the position of the spinners was. A good deal turned upon the 
exact position of the spinners because the spinners, as well as the 
card- and blowing-room operatives, were members of the Federa- 
tion of Trade Unions, and this federation was under obligations 
in a dispute of this kind to pay 5s. a week to members on strike 
but not to members locked out. The payment of the 5s. a week 
to spinners by the Federation was resisted by the card- and 
blowing-room operatives, no doubt with the object of bringing 
the spinners into line. Heated discussion led ultimately to the 
spinners receiving the 5s. a week and the officials of the 
Federation assuming a share in the management of the dispute. 
Hopes of a settlement through the introduction of this third body 
representative of labour, which, as not directly affected, was 
expected to take a less partial view, were, however, disappointed. 
Eventually the officials of the Federation withdrew, and the 
dispute was allowed to take its course. ‘The terms finally accepted 
on November 6th, after the spinners had been allowed to cancel 
their agreement with the employers, were those laid down in the 
employers’ ultimatum, except that the reduction was deferred for 
another two months. 





THus the operatives are now under agreement to 
accept a reduction of 5 per cent. in wages on the first pay day next 
March. The situation will be peculiar if the improvement in 
trade begins next spring, but anticipatory and _retro- 
spective reductions can hardly be avoided when  opera- 
tives tend to win on strikes in some states of trade and employers 
in others. No doubt twelve months after next March, which will 
be the earliest admissible date under the Brooklands agreement, 
the operatives will demand their 5 per cent. back again and try to 
enforce it if trade is at all favourable. With an agreement in 
operation like the Brooklands agreement, which fixes 5 per cent. 
as the limit of wage advance or reduction at any one time and 
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twelve months as the time limit between alterations in wages, 
and in view of trade fluctuations, the dating of wages disputes 
becomes a matter requiring the most expert generalship. In the 
recent trouble the spinners showed understanding of the situation 
in avoiding a strike in a falling market; but actually the strike 
has done little or no harm to employers or operatives, as stocks 
had to be worked off, and had there been no complete stoppage 
short time would have been inevitable. 


THE “Anti-Socialist Union of Great Britain,’ which has 
recently been formed, proposes “to organise, to combat, and to 
educate.” Its prospectus states that a school for political speakers 
is in operation already, and that a publication department has 
been organised. Local centres are being established in the North 
and Midlands, and district organisations have been formed, while 
special steps are being taken to start working men’s branches. 
An active part is to be taken in all by-elections at which 
Socialism is an issue. The headquarters of the Union are at 20, 
Victoria Street, Westminster. The secretary is Mr. Isaac 
Lyons, and the chairman of the Executive Committee is Mr. 
Claude Lowther. 


THE Trade Union Congress met at Nottingham this year 
during the second week in September. There was nothing 
unusual in its proceedings. The resolution in favour of compul- 
sory arbitration, which appears annually, was much discussed 
informally among the delegates, but was finally rejected by 
1,099,000 votes to 645,000, about the usual majority. The two 
main arguments which were used against it were that it would 
deprive trade unions of the power to strike, and that labour would 
obtain no more than it can already gain by voluntary organisation. 
A motion was carried that the Old Age Pensions Act would not 
be satisfactory until it had provided for a minimum pension of 
5s. a week at the age of sixty. The original resolution contained 
an expression of thanks to the Government for making a begin- 
ning, but the Congress finally decided that such a testimonial 
would be misinterpreted. The creation of a Ministry of Labour 
was demanded. It happened that a few days later this demand 
was supplemented at the Conference of the Associated Chambers 
of Commerce by a resolution of regret that the Government still 
delayed in the creation of a Ministry of Commerce. Such inci- 
dents as the attack upon the Salvation Army for “sweating” 
created considerable excitement, but were only of passing 
importance. 
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On October 7th Sir Christopher Furness put before his work- 
men a striking scheme of co-partnership in the shipbuilding yards 
of Furness, Withy, and Co. He offered two alternative proposals. 
The first was that the trade unions should purchase the yards at 
a price fixed by assessors jointly nominated and work them on a 
co-operative principle. ‘This offer was not seriously entertained 
by the men, and was probably put forward by Sir Christopher 
Furness chiefly to illustrate his argument that capital and enter- 
prise are as necessary to a business as labour. The second 
alternative was more complicated. ‘The workmen were to become 
holders of “‘employees shares.” They were to purchase them by 
a 5 per cent. deduction from their wages until the total value of 
the shares had been accumulated. On these shares they were (1) 
to receive 4 per cent. per annum as fixed interest whether the 
company divided any surplus or not. The effect of many schemes 
of co-partnership of tying the workmen to a_ particular 
business would be avoided, as the shares could be sold at 
their market value if the workmen left. (2) After deducting 5 per 
cent. for interest and sctting aside sums for the depreciation, 
reserve and development funds, the sum left was to be divided 
between holders of employees shares and holders of ordinary shares 
in proportion to their individual holdings. This is the financial 
part of the scheme. With it, however, is connected a further 
scheme for a “works council,” which would consider all questions 
likely to cause a rupture between the directors and the workmen. 
Sir Christopher Furness’s speech is reported in The Times of 
October 8th. It has been issued as a pamphlet, which is reviewed 
in this number of the JOURNAL. 


THE Quarterly Meeting of the Royal Economie Society was 
held in the rooms of the Royal Statistical Society on the afternoon 
of Tuesday, November 10th. A paper on “Railway Nationalisa- 
tion” was communicated by Professor Cohn, who was, unfor- 
tunately, unable to assist in person. His paper is printed in the 
present number of the Economic JouRNAL. Sir George Gibb dealt 
with the same subject in a paper which it is hoped will be in the 
hands of Fellows of the Society simultaneously with, or very soon 
after, these pages. The general public can obtain copies on 
payment of 6d. by application to the Secretary at the office of the 
Society. Mr. Acworth, who was in the chair at the Congress, 
and other experts took part in the discussion which followed 
Sir George Gibb’s paper. Needless to say that in such an 
assembly, among the arguments in favour of nationalising the 
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railways no account was taken of a motive which it is to be 
feared constitutes in less cultivated circles the principal recom- 
mendation of the scheme—the hope of laying hands (without 
compensation) on a large mass of property. Many of those who 
had taken part in the debate afterwards adjourned to dinner at a 
neighbouring restaurant. 

THE official paper ordered by the House of Commons to be 
printed November 11th, 1908 (numbered 321) deserves notice in 
an economic journal. It consists of “a copy of memorandum 
by Mr. Alfred Marshall on the Fiscal Policy of International 
Trade,” written in 1903 at the request of a member of the 
Cabinct. It has remained for five years in the Treasury, and 
apparently might have exceeded the Horatian period of suppres- 
sion—‘‘nonum in annum ”—had not an allusion to the document 
in a Parliamentary debate last June led to remarks which 
have led to the publication of the paper. The reasoning is in 
accord with the judgments expressed in a letter to the Secretary 
of the Free Food League, 1893, published in The Times, 
November 23rd of that year and recorded in ovr issue of 
December, 1903 (p. 659). 


THE picture of Professor Marshall, painted, as announced in 
our June number, by Mr. William Rothenstein, will be exhibited 
in the International Exhibition of Sculptors, Painters, and 
Gravers, which opens next January at the New Gallery in Regent 
Street. The total number of subscribers to the fund was one 
hundred and ninety-three. The balance of the fund, after paying 
the artist’s fee, and defraying some incidental expenses, has been 
applied to the reproduction in photogravure of the picture on 
terms which will allow of the sale at a low cost of copies “ printed 
before letters” to the subscribers to the original portrait. This 
work of reproduction was, on the suggestion of Mr. Rothenstein, 
placed in the hands of Mr. Emery Walker, who has secured an 
excellent likeness. Arrangements have been made by which a 
proof upon India paper will be supplied to those subscribers to the 
original portrait who are desirous to have such for the sum of five 
shillings (including package and postage). The price to non- 
subscribers will be £1 1s., and the copies supplied to them will 
be printed “after letters.” 


Dovuctas Knoop, M.A. (Manchester), has been appointed to 
a lectureship in economics at the University of Manchester. The 
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vacancy was consequent upon the appointment of Mr. H. O. 
Meredith, M.A., to the Girdlers’ Lectureship at Cambridge. Mr. 
Knoop is Langton Fellow of the University of Manchester. He 
was placed in the first class in the Honours School of Economics 
and Political Science in 1905. He has published a volume on 
American business enterprise (his report as Gartside Scholar), 
a book on industrial arbitration and some articles. For the last 
twelve months he has been engaged in wages investigations for 
the Board of Trade. The appointment to the lectureship in 
economic history also vacated by Mr. Meredith’s resignation, will 
not be made till the end of the session. 





Mr. THomas JONES has been appointed to a lectureship in 
social economics, newly established in the University of Glasgow. 
As a result of the recent ordinance, the subjects for the arts 
degree are undergoing revision, and it is possible that social 
economics and social philosophy will be grouped as “cognate 
subjects” for students who have passed through the ordinary 
classes in moral philosophy and political economy. Mr. Jones 
continues to act as senior assistant to Professor Smart. 
































RECENT PERIODICALS AND NEW BOOKS. 


The Economic Review. 

Octoser, 1908. The Present Position of Social Legislation in 
England. Pror W. J. Asnury. <A well-documented exposition 
of the tasks to which the State is already committed suggests 
hesitation as to the ‘‘ two new and enormous undertakings ”’ 
which are proposed, ‘‘ the provision of work for the unem- 
ployed, and the regulation of wages.’’ But we are not 
condemned to inaction. Premises in which home work is 
carried on ought to be better registered; a minimum wage 
might be prescribed in connection with Government Contracts ; 
perhaps the revision of railway rates, certainly improvements 
in the machinery of State Control, are required. Recommenda- 
tions and Inquiries. Rev. C. F. Rogers. Re Almsgiving. 
The Need for New Cities. H. CRraske. 


Journal of the Royal Statistical Society. 

SEPTEMBER, 1908. The Improvement of Official Statistics. A. L. 
Bowuey. On the Probable Errors of Frequency Constants (con- 
tinued). Pror. F. Y. Epgewortn. The Social Status of 
Women Occupiers. Ciara EK. Coutet. “It would be difficult 
to frame a Bill for the extension of suffrage to women, in which 
the leisured classes of women were not greatly outnumbered 
by the working classes.” Changes in the Wages of Domestic 
Servants during Fifty Years. W.'T. Layton. A family record, 
a domestic agency, and advertisements in newspapers are the 
principal sources from which are derived indications pointing to 
a greater rise of wages in domestic service than in other 
industries during the last three-quarters of a century. 


The Nineteenth Century. 


NovemMBER, 1908. Sweating and Wages Boards. T. Ramsay Mac- 
DONALD, M.P. ‘‘ The humanitarian heroics of Wages Boards 
as a remedy for sweating break down’’ when faced with the 
facts of life. How Switzerland deals with her Unemployed. 
Epitu SELLERS. 


The Contemporary Review. 
OctToBER, 1908. Poor Relief in Switzerland. I. Epita Seuuers. 
NoveMBER. Poor Law Reform. Canon BaRrNetr. 
The Quarterly Meview. 
Octoser, 1908. Agricultural Cooperation. ‘* Home CounrTigs.”’ 
Municipal Trade. Masor Darwin. 
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The Edinburgh Review. 


Octoser, 1908. The Free Trade Congress, Protectionist Reaction 
and the Hop Industry. Taxes on imported food, however 
small, will involve the whole principle of Protection—the im- 
poverishment of the labouring classes and the corruption of 
public life. Lord Milner and Canadian Preference. A_ brief 
rejoinder to the reply which Lord Milner made in the October 
number of the Nineteenth Century to an article in the July 
number of the Edinburgh Review. 


The Socialist Review. 
JUNE, 1908. Socialism and Politics. HH. G. Wetts. The 
‘‘ignorant, intolerant, insulting type of Socialist is just as 
much an enemy to the broad charity and spacious constructions 


of Socialism as the narrowest Individualist alive.’’... ‘‘A 
little precious, orthodox, self-righteous, ill-tempered, and im- 
possible Socialist Party . .. can only delay and confuse.’’ 


The Curse of Casual Labour, W. H. Brverwer. “ De- 
casualisation ’’ by means of the Labour Exchange is advocated. 
The Remedy for Unemployment. A. Russet Wauuace. The 
Unemployed are to be organised in self-supporting local groups 
as prescribed in Mr. Herbert Mills’ Poverty and the State. 
‘*The wheat grown for food would employ millers, machinists, 
sailmakers, bakers, etc., the sheep and cattle supplying meat, 

. and cheese would also, by the intervention of tanners, 
curriers, saddlers, supply all the leather goods. . . ”’ 

Juty, 1908. The Waste of Capital. L. G. Cutozza Money, M.P. 
In the years 1862-1906 over 100,000 companies were registered 
with a nominal capital of £6,781,000,000, of which in 1906 there 
survived 41,000 companies with £2,000,000,000 capital. Waste 
of capital also occurs when the initiators of a successful concern 
transfer the capital to new owners at a premium. Under 
Socialism more capital should be expended on experimentation. 


Women’s Industrial News. 

SerTEMBER, 1908. There is included a report of an investigation 
into the box-making trade instituted by the Women’s Indus- 
trial Council. The average wage is 10s. a week, depressed by 
the practice of introducing young learners. The industry is 
in a transitional stage, which will terminate, perhaps, in two 
distinct branches: (1) a small, well-paid, highly-skilled section 
of pieceworkers ; (2) a large unskilled, ill-paid section of machine 
minders. The same number includes diverging criticisms on 
the Home Work Committee’s Report, by Miss CLEMENTINA 
Buack and Mr. Ramsay Macponarp, M.P. 


Journal and Proceedings of the Royal Society of 
New South Wales. 

This scientific Society concerns the economist, as in it the once 
separate Australian Economic Society is now merged. 

Vol. XLI. (1907) includes a paper by our correspondent, Mr. Duck- 
worth, a comparison of the rainfall of Sydney and Melbourne, 
1876-1905. The rainfall of Sydney varies from a minimum 
yearly average of 21°01 inches (1888) to a maximum of 81°42. 


jn 
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The range of Melbourne, as well as the absolute quantity, is less. 
“The apparent fickleness and severity of our [the Australian] 
climatic changes introduces as large an element of gambling 
into our farming as there is in many reckless mining adven- 
tures.” 


The Quarterly Journal of Economics (Boston). 


Auaust, 1908. Substitutes for Cash in the Panic of 1907. A. 
Piatt ANDREW. In most States there was a restriction of cash 
payments, a use of substitutes, such as ‘‘ Clearing-house certifi- 
cates,’’ for settlement between banks or even in payment of 
their customers’ cheques, inaccurately described as payable only 
through the Clearing-house, much used in the payment of 
wages, and other devices. The total issue probably amounted 
to over 500 million dollars. Most of this currency was illegal, 
but no one thought of prosecuting its issuers. It worked 
effectively, and doubtless prevented many bankruptcies. 
On the Nature of Capital. THorNnsTEIN VETLERS. The Street 
Railway Settlement in Cleveland. E. W. Benns. Australian 
Economic Prablems: The Tariff. Victor C. CiarK. The 
origin and significance of the federal tariff are explained. ‘“‘ It 
seems likely that protection has come to Australia to remain 
for an indefinite period.” The National Gold Banks. G. D. 
Hancock. The history of an unsuccessful monetary experi- 
ment, tried under the régime of the greenbacks. Competitive 
and Monopolistic Price-making. Harry G. Brown. Price- 
making, whether monopolistic or competitive, is based on the 
same general principles. 


Political Science Quarterly (New York). 
SEPTEMBER, 1908. The Needs of the Railroads. L. G. McPuerson. 
The Crisis and Panic of 1907. J. F. Jonnson. The British 
Socialist-Labour Party. Epwarp Porritt. 


The Journal of Political Economy (Chicago). 


Octoser, 1908. This number includes a criticism by Prof. Achille 
Loria directed against Prof. Irving Fisher's ‘‘ Rate of Interest,”’ 
with a reply by Prof. Irving Fisher. 

November. History of the Employment of Women in the American 
Cotton-fields. Evita Assotrt. Women were employed in the 
earliest mills; they were driven out by men. Depreciation 
Charge in Railway Accounting. F. A. Dewanp. 


Journal des Economistes (Paris). 


SEPTEMBER, 1908. Anciens et nouveaux arguments du _ Protec- 
tionnisme. G. DE Mouinart. Un chapitre de Philosophie Poli- 
tique. (L’Association de la Constitution Britannique et le 
Congrés de 1908.) A. Rarratonp. L’étatisme et la science 
économique. J. NONcON. 

Octoper. L’impét sur le revenu et la Justice Gratuite. J. G. 
Hennat. L’étalon Socialiste et lenseignement d’état. D. 
BELLET. 

NoveMBEerR. Impossibilité du Socialisme. G. pe Mouinarr. La 
Machine et VOuvrier. EH. LE Vasseur. 
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Revue d’Economie Politique (Paris). 


AuGustT-SEPTEMBER, 1908. Les lignes sociales d’acheteurs. Max 
TurMANN. Les syndicats bourgeois en Belgique. H. Lam- 
BRECHTS. La circulation le crédit et leurs instruments en 
Egypte (suite). Prerre ARMMINSON ET BERNARD MIcHEL. 

Octoser. L’Expérience Bimetalliste du XIXe Siécle et la Théorie 
Générale de la Monnaie. B. Nocaro. From the vicissitudes 
in the relative value of gold and silver in the nineteenth century 
the author argues against the principle that money is 
merchandise, and that its value depends on the quantity pro- 
duced. La circulation, le crédit et leurs instruments en 

Kgypte (suite et fin). P. Armminson et B. Micnen. La réalité 

des Surproductions Générales. A. A¥TALION. 


Revue Economique Internationale (Brussels). 
SepremBer, 1908. Les derniéres expériences monétaires et la théorte 
de la dépreciation. B. NaGaro. The working of the gold- 
exchange standard in the Philippines does not bear out the 
supposed connection between shrinkage and rise of value. The 
classical prescription for depreciated currency is questioned. 


Jahrbiicher fiir Nationalikonomie (Jena). 


Avucust, 1908. Die heutigen kommunistichen Gemeinden in 
Nordamerika. Continuation and conclusion. Die sozialpoli- 
tische Bedeutung des technischen Fortschrittes. K. DiEHu. 

SEPTEMBER. Geschichte der Grundherrschaft in Oberitalien. G. 
Caro. Die Besteuerung der Borsengewinne. F. Pass. 

OctoBEeR. Die australasische Gemeinde. R. ScHACHNER. 

NoveMBER. Die Gartenstadtbewegung. H. KAMPFFMEYER. Garden 
cities in England and Germany are described. Zur Finanz- 
reform in Deutschland. J. Conran. 


Zeitschrift fiir die gesamte Staatswissenschaften (Tibingen). 
NovemMBer, 1908. Kritisches und Positives zur Preislehre. I. Orto 
Zwiepineck. [In a first article of some seventy pages the 
learned writer discusses Subjectivism and Objectivism in the 
doctrine of price; the one incomplete, the other liable to error. ] 
Die Finanzen der Grossmdchte. Dr. J. Puence. A critique 
of Dr. F. Zahn’s book (Berlin, Heymann). 


Jahrbuch fiir Gesetzgebung (Leipsic). 

Herr 4, 1908. Die deutsche Geldverpassung und ihre Reform. 
H. Scnumacuer-Bonn. Die Trust und Kartellentwicklung in 
Grossbritannien und ihre Beziehungen zum Freihandel. H. 
Levy. And other noteworthy articles. 


Zeitschrift fiir Volkswirtschaft (Vienna). 

Herr 4, 1908. This number includes an address by Prof. Knapp 
on his Theory of Money (noticed in Economic Journat, vol. 
xvi.) in relation to Austrian experience. He refers again to 
the Austrian and the Russian methods of securing stability in 
the Exchanges. 
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Hert 5. This number includes an article by Richard Lieben, the 
surviving author of the well-known mathematical Theorie des 
Preises (1889), on the multiple intersection of supply and 
demand curves, with reference to which the writer handsomely 
acknowledges the priority of Professor Marshall. 


Ekonomisk Tidskrift (Stockholm). 

The OcrTosBEer number includes an attack by Mr. Brock, whose 
communication is dated from London, on the accepted view of 
the relation of retail to wholesale price-variations. It is con- 
tended that retail prices follow upward movements in wholesale 
prices with readiness, but do not manifest a like alacrity in 
the case of downward movements. Some statistical data in 
support of the view are presented, and it would appear that the 
point raised is worthy of examination. 


Giornale degli Economisti (Rome). 

Avaust, 1908. Questioni economiche della Calabria. L. A. 
Caputo. Legge agrarie restrittive nel settecento italiano. G. 
Anas. Indici del movimento naturale della popolazione. G. 
MortarpD. Il metodo ordinario di Calcolo del costo di pro- 
duzione dell’ uomo. G. SENSINI. 

SEPTEMBER. Il primo congresso internazional del libero scaémbio. 
EK. Girerti. An account of the Free Trade Congress held this 
summer under the auspices of the Cobden Club, by one who 
was a great part thereof. Una generalizzazione del concetto 
d’ofelimita. V. Furtan. The phenomena of choice are 
symbolically expressed. Il ministro della produzione nello stato 
collettionta. E. Barone. Production in a régime of collec- 
tivism is discussed with the aid of mathematics. La teoria 
dell’astinenza. N. Ricci. The importance and difficulty of 


the conception ‘‘ abstinence ’’ are shown. 

OotToser. Il primo congresso ... EH. Grretti. Continued from 
the preceding number and concluded. Il ministro della pro- 
duzione ... E. Barone. This continuation concludes the 


mathematical exposition of collectivist industry; to be followed 
by a “‘ translation—necessarily imperfect—into ordinary lan- 
guage.’’ La legge dei piccoli numeri. E. Bortkiewicz. The 
discoverer of the law of small numbers offers some explanation 
with reference to Dr. Gim’s criticism of the law in a former 
number. L’Egitto amministrato dagli Inglest. V. PANELLA. 

NoveMBER. Altre crisi economiche in vista. N. Trevisonno. The 
conducts of banks of issue and institutions of ‘“ crédit mobilier”’ 
in Italy and elsewhere leads the author to foresee new economic 
crises. La teovia dell’ astinenza. N. Ricci. The views of 
Jevons, Marshall, Bohm Bawerk, Irving Fisher, and other 
authorities respecting future goods are discussed in this continua- 
tion of the article in the September number of the Giornale. 
I communi e le abitazioni popolant in Germania. R. BapaGuio. 
The action of German municipalities with respect to the taxation 
of unearned increment, the building of houses, &¢., are set forth 
in this continuation of an article in the July number of the 
Giornale. Indici di simpatia nella scelta matrimoniale. G. 
Mortara. A _ study in correlation. I[l Sindacalismo Belga. 
I Sindacati di Verviers. G. Frangois. Referring to Prof. 
Dechesnes’ recent works. 
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NEW BOOKS. 


ALDEN (P., M.P.) and Haywarp (E.). The Unemployable and 
Unemployed. Social Service Handbooks, No. 4. London: 
Headley. 1s. net. 

ALDERSON (A. W.). The Extinction in Perpetuity of Armaments 
and War. London: King. 1908. Pp. 218. 

Beit (Rev. G. M.), Editor. Social Service. A handbook for 
workers and visitors in London and other large towns. London: 
Longmans. 1s. 6d. 

Bernard (H. M.). The Scientific Basis of Socialism. Two 
essays in Evolution. London: New Age Press. 1s. net. 

Boyp (R. Ratston). The World’s Tariffs and the British System 
of State Aid to Competing Imports. London: “Pall Mall” Press. 
1908. Pp. 218. 

[By the author of The Fiscal Question Simplified . . . (1907) and other Pro- 
tectionist writings ; Vice-President of the Society for the Preservation of British 
Industries and for increase of employment by means of better adjustment of import 
tariffs, } 

Brentano (Pror. L.). The Industrial Organisation of Germany 
under the Influence of Protection. London: Cobden Club. 1908. 
Pp. 22. 3d. 

[This is a paper prepared for the International Free Trade Congress, though not 
included in the Report of the Congress. ] 

Bright (JoHN) and RoGers (James E. Tuorowp), Editors. 
Speeches on Questions of Public Policy. Fifth Impression. Two 
vols. London: Unwin. 7s. 

BroaDHEAD (H.). State Regulation of Labor and Labor Dis- 
putes in New Zealand. London: Whitcombe and Tombs. 1908. 
Pp. 230. 7s. 6d. net. 

CARNEGIE (ANDREW). Problems of To-day. Wealth—Iabour— 
Socialism. London: Allen. 1908. Pp. 194. 

Cooper (Sir W. E.). Socialism and its Perils. London: Nash. 
2s. 6d. 

CutsHotm (G. C.) Handbook of Commercial Geography, with 
an additional chapter on Trade Routes. London: Longmans. 12s. 

Cuair (O. Sr.). Low Wages and No Wages. An Essay on the 
Economic Causes of Poverty, Unemployment, and Bad Trade. 
London: Sonnenschein. 2s. 6d. 

[Reviewed above. ] 

Davenport (H. J.). Value and Distribution. A Critical and 
Constructive Study. London: Unwin. 15s. net. 

Dawson (W. Harsurt). The Evolution of Modern Germany. 
London: Fisher Unwin. 1908. Pp. 497. 

[The work purports neither to disparage nor glorify the Germans, As industrial 
rivals they will be checked only by the rise of prices in Germany. ] 

Dearie (N. B.). Problems of Unemployment in the London 
Building Trades. London: Dent. 1908. Pp. 195. 

[A realistic study, the result of a personal investigation instigated by the 


Toynbee Trustees. In an appreciative introduction, Mr. L. L. Price describes the 
writer as fortunate in the selection and successful in the handling of his theme. ] 
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Fay (C. R.). Codperation at Home and Abroad. London: King. 
1908. - Pp. xvi+403. 10s. 6d. net. 

[Reviewed above. ] 

ForpHam (M.). Mother Earth, a Proposal for the Permanent 
Reconstruction of our Country Life. London: Openroad. 1908. 
Pp. 157. 1s. net. 

FREE TrapE Coneress. Report of the Proceedings of the Inter- 
national Free Trade Congress. London: Cobden Club. 1908. 
Pp. 652. 

Furness (Sir CuristopHer, M.P.). Industrial Peace and In- 
dustrial Efficiency. Proposals submitted by Sir Christopher Furness, 
M.P., to a conference of Trade Union representatives. West 
Hartlepool: Malton. 1908. Pp. 40. 

[Reviewed above, | 

Garpen City Association. ‘Town Planning in Theory and 
Practice. Letchworth: Garden City Press. 1908. 

Garnier (R. M.). Annals of the British Peasantry. London: 
Swan Sonnenschien. 1908. 

Goss (C. W. F.). A Descriptive Bibliography of George Jacob 
Holyoake. With a brief sketch of his life. London: Crowther and 
Goodman. Os. net. 

Gray (B. Kirkman). Philanthropy and the State; or Social 
Politics. Edited by Eleanor Kirkman Gray and B. L. Hutchins. 
London: King. 1908. Pp. 339. 

[It is maintained that ‘‘ private philanthropy cannot provide a remedy for wide- 
spread want which results from broad and general social causes.” The work left 
incomplete by the sudden death of the author has been rendered clear and readable 
by the care of Mrs. Gray and Miss Hutchins. ] 

Hassacu (Dr. W.). A History of the English Agricultural 
Labourer. Newly edited by the author and translated by Ruth 
Kenyon. With a Preface by Sidney Webb. London: King. 
1908. Pp. 470. 

[The first edition appeared in German in 1894. ] 

Jounson (Mason A. G.). Leisure for Workmen and National 
Wealth. London: King. 1908. Pp. 242. 

{The writer’s point of view is indicated by the dedication to Robert Scott 
Moffatt, whose work, 7'he Economy of Consumption, is regarded by our author, as 
‘** the Gospel of Industry.’’] 

Launay (L. ve). The World’s Gold. Translated by O. C. 
Williams. London: Heinemann. 6s. net. 

Lerrwicn (B. R.). A History of the Excise. London: Simpkin, 
Marshall.—1908. Pp. 172. 2s. 6d. 

Leroy-BrauLizu (PAvt). Collectivism. London: Murray. 
7s. 6d. net. 

[The secondary title ‘‘ A Study of some of the Leading Social Questions of the 
Day ” is described by this presentation of the eminent French economist’s weighty 
reflections. ] 

LOWENFIELD (Henry). Investment an Exact Science. Enlarged 
and revised edition. London: Financial Review of Reviews. 1908. 
Pp. . 159. 

{The book, one of several published under the same auspices, sets forth the 
** Geographical Distribution of Capital”; the principle that by splitting up capital 
among ‘‘a numberof investments similar in quality, yet whose price movements are 
all governed by different influences,” risk is minimised. ] 


No. 72.—vouL. XVIII. ZZ 
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Marriott (H.). The Fixing of Rates and Fares. With an intro- 
duction by Prof. Chapman. Westminster: Railway Gazette. 2s. 
net. 


Masupa (T.). Japan, its Commercial Development and Prospects. 
London: Sisley. 1908. Pp. 127. 2s. 6d. net. 


MEINERTZHAGEN (GEORGINA). From Ploughshare to Parliament. 
A Short Memoir of the Potters of Tadcaster. London: Murray. 


Pacer (Sir Jonny, Bart., K.C.). The Law of Banking. Second 
edition. London: Butterworth. 12s. 6d. net. 


Picou (Pror. A. C.). Economic Science in Relation to Practice. 
London: Macmillan. 1908. Pp. 22. Is. 

[The inaugural address of the new Professor of Political Economy in the 
University of Cambridge. ]} 

Pratr (E. A.). Kailways and Nationalization. London: King. 
1908. 2s. 6d. net. 


Raine (G. E.). Present-day Socialism, and the Problem of the 
Unemployed. London: Nash. 6s. net. 


Rea (Russevt, M.P.). Free Trade in Being. Londen: Mac- 
millan. 1908. Pp. 287. 2s. 6d. 


[A collection of articles, letters, and lectures including the author’s Address to 
the International Free Trade Congress, August, 1905, and a correspondence with 
Professor Pigou on the Incidence of Protective and Preferential Duties. ] 


REPORT OF THE PROCEEDINGS AT THE SEVENTH CONGRESS OF THE 
INTERNATIONAL CO-OPERATIVE ALLIANCE. Held at Cremona, Sep- 
tember 22nd to 25th. 1907. London: The International Co-opera- 
tive Alliance. 


{0BERTSON (JoHN M., M.P.). Trade and Tariffs. London: 
Black. 38s. 6d. net. 


SAMUELSON (JAMES). The Lament of the Sweated. London: 
P. S. King and Son. 1908. Pp. 80. Is. net. 
{Contains a not over-coloured picture of some of the worst forms of sweating, 


and a popular and eulogistic account of the Report of the Committee on Home 
Work.} 


Saversecn (A.). The Course of Average Prices of General Com- 
modities in England. London: King. 1908. 1s. 

[The celebrated Index-number is here presented in a very accessible form. A 
zigzag curve connecting tops of ordinates representing the index-numbers for each 
year is traversed by a ‘‘hand-drafted average line of movements.”’ A table gives 
average index-number for periods of ten years, as thus: ’98--1907=7/, ’97—1906= 
70, °96—1905 =68.] 

Scarisprick (J.). Beer Taxation (Colonial and Foreign). 
London: Whitehead. 3s. 6d. 


Skinner (T.). The London Banks and Kindred Companies. 
London: Office. 1908. 10s. 

Samira (C. D.). Socialism: A Solution and a Safeguard. Open 
Letters to Mr. J. St. Loe Strachey. London: Fifield. 6d. 

Smita (J. C.). Money and Profit Sharing, or the Double 
Standard Money System. London: Kegan Paul. 7s. 6d. net. 

Spencer (M.). Social Degradation. A Study in Poverty. 
London: Student Christian Movement. 1s. 


—— 
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SykEs (Ernest). Banking and Currency. . With an Introduction 
by F. E. Steele. Second edition. London: Butterworth. 
TOYNBEE (ARNOLD), THE LATE. Lectures on the Industrial Revo- 
lution of the Eighteenth Century in England. Popular addresses, 
notes, and other fragments. New edition, together with a remini- 
scence by Lord Miiner. London: Longmans. 2s. 6d. net. 
[Reviewed above. ]} 


TRADES FoR LONDON Boys-AND HOW TO ENTER THEM. London: 
Longmans. 1908. Pp. 170. 


[Compiled by the Apprenticeship and Skilled Employment Association, the 
object of which is the promotion of thorough industrial training for boys and girls 
by various methods. ] 


TucKWELL (G.) aNnD Smita (C.). The Worker’s Handbook. 
London: King. 1908. 3s. 6d. 

[The infant, education, housing, dangerous trades, compensation and help in 
distress are among the subjects handled.] 

VaRGHA (JULIUS DE). Hungary: a Sketch of the Country, its 
People, and its Conditions. Budapest: Atheneum. 1908. Pp. 81. 


[The Agriculture, Commerce and Credit, and other economic and political 
aspects of the Hungarian kingdom are lucidly presented by the Director of the 
Central Statistical Office. ] 


Watson (N. L.). The Argentine as a Market. London: Man- 
chester University Press. 1908. 1s. net. 

Wiuuiams (W. M. J.). The King’s Revenue, being a Handbook 
to the Taxes and the Public Revenue. London: King. 1908. 
Pp. 22. 


Batty (l.. H.). The State and the Farmer. New York: Mac- 
millan. 1908. Pp. xii+177. 

[A survey of the problems of American rural life, social and economic rather 
than technical. } 

CARNEGIE FOUNDATIONS FOR THE ADVANCEMENT OF TEACHING. The 
Financial Status of the Professor in America and in Germany.. New 
York. 1908. Pp. x+101. Gratis. 


Davenport (H. J.). Exercises in Value Theory. Chicago: Uni- 
versity Press. 1908. 

DonpDLINGER (Dr. Peter Tracy). The Book of Wheat. An 
Economic History and Practical Manual of the Wheat Industry. 
New York: Orange Judd Co. 1908. Pp. 369. 

[About half the book relates to technical matters, crop rotation, fertilisers, 
insect enemies, etc.; half to more strictly economic subjects, transportation, 
marketing, prices, consumption, etc. ] 

iconomic CoGprration AMONG NE@ro Americans. Atlanta, Ga. : 
University Press. 1908. $1. 

Ewart (J. 8.). The Kingdom of Canada, Imperial Federation, 
the Colonial Conferences, the Alaska Boundary, and Other Essays. 
Toronto: Morang. 1908. 

Garpner (P.). The Gold Coinage of Asia before Alexander the 
Cireat. New York: Frowde. 1908. 
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Heiman (Ratpeu E.). Chicago Traction. A Study of the Efforts 
of the Public to secure good service. (American Economie Associa- 
tion.) Princeton: American Economic Association. 1908. Pp. 98. 
_ Hunter (Rosert). Socialists at Work. New York: Macmillan 
Co. 1908. Pp. 374. 

IDEAL COMMONWEALTHS, comprising More’s Utopia, Bacon’s New 
Atlantis, Campanella’s City of the Sun, and Harrington’s Oceana, 
with introduction by H. Morley. New York: Lamb. 1908. Pp. 
xiv+416. $1.75. 

Kipp (B.). Individualism and After. New York: Frowde. 
1908. 

KIRKBRIDE (F. B.) anp Sterrert (J. E.). The Modern Trust 
Company. New York: Macmillan. 1908. $2.50 net. 

LEE (GERALD STANLEY). Inspired Millionaires. Northampton 
(Man.): Mount Tom Press. 1908. Pp. 308. 

[Reviewed above. ] 

Macorrin (R. V.). A Study of the Topography and Municipal 
History of Praeneste (Johns Hopkins Univ. Studies). Baltimore: 
J. H. U. Press, 1908. Pp. 101. 

Miu (Joun Stuart). Principles of Political Eeonomy; with 
Special Introduction by Arthur T. Hadley. Two vols. New York: 
Lamb. 1908. Pp. xviii+460; 480. $3.50. 

NEARING (Scott) AND Watson (Frank). Economics. New York: 
Macmillan Co. 1908. Pp. 499. 

[A text-book designed to ‘‘ present the phases of economic thought in a clear and 
impartial manner,” rather than to propound new theories. ] 

Opun (H. W.). The Black Man in the South: A Study of Negro 
Life in Southern Towns. New York: Neale Publishing Co. 1908. 
$2. 

Puexan (R. V.). Financial History of Wisconsin (Bulletin of the 
University of Wisconsin). Published at Madison. 1908. Pp. 475. 


[An academic thesis dealing with the property tax, the poll tax, and other 


varieties of impost. ] 

Rowr (lL. 8., Pa.D.). Problems of City Government. New 
York: Appleton. $1.50 net. 

SeniaMaNn (Pror. E. R. A.). The Crisis of 1907 in the Light of 
History. (Introduction to “The Currency Problem and the Present 
Financial Situation.”) New York: Columbia University Press. 
1908. Pp. xxvii. 

(The essential cause of a crisis is the discrepancy between investments and 
returns. Before the late crisis capital had been invested more rapidly than its 
immediate returns warranted. There were mitigating circumstances: the abund- 
ance of gold and the action of Trusts. ] 

SocratismM. The Case against Socialism. New York: Maemillan. 
1908. Pp. 587. $1.50. 

Stone (A. §.). Studies in the American Race Problem. New 
York: Doubleday. 1908. 


Terry (H. L.). India-rubber and its Manufacture, with Chapters 
on Gutta-Percha and Balata. New York: D. Van Nostrand. 1908. 
$2 net. 
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'nomMpson (8.). Cost, Capitalization, and Estimated Value of 
American Railways: an Analysis of Current Fallacies. Third 
edition. Chicago: Author. 1908. Pp. vii+180. 50 cents. 


Towtes (J. K.). Factory Legislation of Rhode Island. (Ameri- 
-an Keonomic Association.) Princeton. (London: Swan Sonnen- 
schein.) 1908. Pp. 119. $1. 


Ware (8S. L.). The Elizabethan Parish in its Ecclesiastical and 
Financial. Aspects. (Johns Hopkins Univ. Studies.) Baltimore, 
Md.: J. H. U. Press. 1908. Pp. 98. 


Warner (Dr. Amos G.). American Charities. Revised by Dr. 
Mary R. Coolidge. With a Biographical Preface by Prof. G. E. 
Howard. New York: Crowell. 1908.. Pp. 570. 

[The reviser, an ex-Professor of Sociology, has brought these annals of the poor 
up to date. ] 

Wuitr (H.). Money and Banking. Revised and continued to the 
year 1908. Third edition. Boston: Ginn. 1908. Pp. vi+465. 


Wuitin (H.). Factory Legislation in Maine. (Columb. Univ. 
Studies.) New York: Longmans 1908. Pp. 145. $1. 


ACKER (P.). Muvres sociales des Femmes. Paris: Plon-Nourrit. 
1908. 3.50 fr. 

ARMINJON (Pror. PrerRRE) AND Berrnarp (Micuet). La circula- 
tion, le erédit, et leurs instruments en Egypte. Paris: Larose, 
1908. Pp. 85. 

[Extracted from the Revue d’ Economie Politique.] 

Cavaianac. Etudes sur lhistoire financiére d’Athénes. Paris: 
Fontemoing. 1908. 10 fr. 


CourRCcELLE-SENEUVIL (J. L.). Protection ou libre exchange. 
Paris: F. Alean. 1908. 1 fr. 


Gautnier (A. E.). La réforme fiscale par l’impot sur le revenu. 
Paris: Alean. 1908. 38.50 fr. net. 


Lanpry (A.). Manuel d’économique. Paris: Giard et Briére. 
1908. 12.50 fr. 


Leroy-Bravuuiev. De la colonisation chez les peuples modernes. 
6e ed. augm. 2 vols. Paris: F. Alean. 1908. 20 fr. 


NEYMARCK (ALFRED). Capital et revenu des valeurs mobiliéres en 
France. Paris: Alcan. 1908. Pp. 27. 


(This extract from the Rentier contains the author’s well-known statistics of 
incorporeal property. The funds, stocks and shares (titres mobiliers), French and 
Foreign, belonging to French capitalists at the end of 1906 amounted in all to 
about £4,000,000,000. The total income amounted to about £180,000,000. The 
taxation on this kind of property is heavier in France than elsewhere. ] 


BENDIxEN (Dr. F.). Das Wesen des Geldes. Leipsic: Duncker 
und Humblot. 1908. Pp. 60. 


[The author is in general agreement with Knapp, who is a supporter of the gold 
standard, on grounds of political necessity. } 
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Drésser (Etuinor). Schwefelsiurefabrikation.  (‘Technisch- 
Volkswirtschaftliche Monographien.) Leipsic. 

Grossman (R.). Glasindustrie. _(Technisch-Volkswirtschaftliche 
Monographien.) Leipsic: Klinkhardt. 1908. Pp. 121. 

GriinzeL (J.). System der Verkehrspolitik. Leipzig: Duncker 
und Humblot. 1908. Pp. 412. 8.40 m. 

Himsert (Dr. Hans). Die Kapitalanlagen der deutschen 
privat-versicherunggesellschaften. Jena: G. Fischer. 1908. Pp. 
210. 

[Aptly described in a secondary title as ‘‘ eine banktechnische Studie.”’] 

Képrz (Dr. H.). Der Arbeitstaufvertrag als Gesetzgehang- 
problem. Jena: Fischer. 1908. Pp. 395. 

[The author laments that in Prussia wage-contracts and the regulation of labour 
by wages-boards do not play the part they doin England. Consequently, while in 
England in 1899—1906 the number of strikes tended to decline, in Prussia the 
exact opposite occurred. He advocates the adoption into the Prussian legal 
system of wage-contracts, wages-boards, and boards for industrial arbitration, The 
book aims at showing how the law could regulate wage-contracts and give them an 
official stamp, and what beneficial results such a policy would have for Prussian 
industry. ] 

Lercn (Dr. E.). Der Bernische Kommerziendat im 18 Jahr- 
hundert. Tiibingen: Laupp. 1908. Pp. 160. 

[The twenty-sixth Hrgdnzungheft of the Zeitschrift fiir die gesamte Staats- 
wissenschaft. The policy of the Bern Chamber of Commerce with respect to 
finance, protection, regulation of labour, and other economic interests is instruc- 
tively set forth.] 


Nacuop (Dr. Water). Treuhinden und Treuhandgesellschaften 
in Grossbritannien, Amerika und Deutschland. Tiibingen: Laupp. 
1908. Pp. viii+149. 

[A comparative study of Trustees and Trust Companies in the principal 
countries, clear and well arranged. In England the work of the trustee, the work 
of securing the rights of holders of foreign bonds (Council of Foreign Bondholders), 
and the work of auditing (Institute of Chartered Accountants) are separate. In 
America much the same conditions prevail, save that trusteeship is generally 
vested in companies and that these companies work for profit, participating largely 
in banking activities. In Germany the trust companies partake of the nature of 
American companies, and combine the three activities which in England are 
separate, ] 

Puinippovicu (Pror. EE. von). Grundriss der Politischen 
Oekonomie. Zweiter Band. Volkswirtschaftspolitik. Erster Theil. 
Vierte neu bearbeitete Auflage. Tiibingen: Mohr. 1909. Pp. 
343. 

{In this new edition of the first part of his Hconomic Policy—an extract from 
the introductory volume of the stupendous Handbuch des Oeffentlichen Rechts 
—there is a change of arrangement as well as matter. Three books are 
devoted respectively to Agrarian Policy, Industrial Policy, and the policy of 
External Trade ; the last including a balanced statement of the pros and cons, 
of Free Trade and Protection. } 

ScnuMPETER (Dr. JosepH). Das Wesen und der Hauptinhalt der 
theoretischen Nationalskonomie. _ Leipzie: Duncker und Humblot. 
Pp. 626. 


Avepury (orp). le industrie dello Stato e dei Municipi. Ver- 
sione dall’ Inglese con note et aggiunte di A. Geisser. Rome: Soc. 
ed. Laziale. 1908. Pp. 335. 

[A critical examination of the Italian law of March 29, 1903, forms one of the 
principal additions to the translation of Lord Avebury’s treatise. } 


a— 
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BeENEDUCE (ALBERTO). Della Natalitéa. Studio di demografia 
comparata. Rome: G. Berten. 1908. Pp. 152. 

[A reprint of articles which appeared: in the Giornale degli Economistc, 1907-8. 
Both the results and the methods seem important. ] 

Jevons (STANLEY). Economia politica tradotta cura del Luigi 
Corsa. Sesta ed. riv. Milano: U. Hoepli. 1908. Pp. xv+180. 


Nina (L.). Principi fondamentali di statistica. Torino: Fratelli 
Bocca. 1907. Pp. 182. 3.501. 


Prrozzo (Luie1). Ricerche demografiche fondato sul calcolo delle 
variazioni. Turin: V. Bona. 1908. Pp. 11. 

[The author applies the calculus of variations to determine the function proper 
to represent the correlation between the ages of husbands and wives. } 


Rienano (E.). Le Matérialisme historique. Bologna: Zanichelli. 
Pp. 28. 

(The doctrine in question is countenanced by the frequent inefficacy of laws, and 
is important; but it involves the contradiction that the struggle of classes is the 
supreme law of history, while yet the action of the combatants can never influence 
economic development. | 


TorRLONIA (Dr. Caruo). Le Dottrine Finanziarie di F. V. 
Duverger de Forbonnais. Roma: B. Lux. 1908. Pp. 114. 


[A study of Forbonnais’ principal work, Recherches et considérations sur les 
jinances de France depuis 1595, jusqu’en 1721, published 1758. } 
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